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At the company’s origin
in 1902, there were
24 shareholders who
made it possible for the
two founders, Georges
Claude and  Paul
Delorme to create a company, and who displayed two key virtues:
patience (they waited until 1907 to receive their first dividend®) and loyalty.
For several years they strongly supported the young company by
participating in successive capital increases. Air Liquide was created and
grew thanks to a first group of shareholders consisting of family, friends
and professionals.

On February 20, 1913, Air Liquide was listed on the Paris Stock
Exchange and gradually became a blue-chip stock. But the company
never forgot its roots. It knew that it owed its survival to its shareholders
and that is why they have always felt at home at Air Liquide.

Shareholders are the focus of Air Liquide’s strategy, with one
objective: increasing the value of shareholder investment through strong,
steady growth in earnings and dividends over the long term. And today,
a century after its creation, Air Liquide has 365,000 individual
shareholders who hold 38.4% of the capital.

Extract from the book “100 years of inspiration - the Air Liquide adventure”

The words followed by * are explained in the business and financial glossaries.
They will help you to better understand the technical and financial terms used.
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Shareholders’ Charter

Air Liquide's responsibility towards its shareholders, formalized in the
Shareholders’ Charter, is based on four commitments:

Consideration and respect
for all shareholders

0 equality of alt shareholders: 1 share = 1 vote (no double-voting rights)

0 respect of preferential subscription rights

D absence of anti-takeover bid measures

o restriction of resolutions proposed at Shareholders’ Meetings to genuine
corporate requirernents

a clear and effective communication between the Board of Directors and
Management

Shareholder remuneration and increased
investment value over the long term

O steady long-term growth in earnings
o strong dividend payout policy: dividend and bonus shares
o higher dividend payouts for loyal registered shareholders

Listening to and informing
shareholders

D Shareholders' Communication Committee, fraquent meetings with shareholders
a regular publication of information about the Company

o transparency and clarity of published financial information

o consistent and uniform accounting methods

D informaticn sert to all shareholders before meetings

Shareholder Services

o twenty-member Shareholder Services team dedicated to individual shareholder
relations
o personalized and low-cost management of directly registered share accounts

I




Share ownership
as of December 31, 2000

365,000 individual shareholders

Share ownership by

General Shareholders’ Meeting on May 1C, 2006

Consideration and respect
for all our shareholders

The shareholder is the primary concern of Air Liquide and its management.

Every decision is made with the mid and long-term interest of the Company and its
shareholders in mind.

The Group therefore attaches great impertance to direct dialogue with its
shareholders and to the consideration and respect for all of them without distinction.
o equality of all shareholders: 1 share = 1 vote (no double-voting rights},

o respect of preferential subscription rights,

o absense of anti-takeover bid measures.

Moreover, the resolutions proposed at the General Shareholders’ Meeting are limited
to the Company's real needs. Lastly, clear operating rules exist in the Group's
management structures.

The Group’s commitment to good corporate governance is notably conveyed by
three Committees on which the Board of Directors relies:

o the Audit and Accounts Committee,

o the Appointments Committee,

o the Remuneration Committee.

v

shareholder type
wp 32 % of shares registered
® Individual shareholders 1 1 % of capital held by Group employees
o :; 3?;?3;"“””“0”3' To the Company’s knowledge, no shareholder holds
O French institutional more than 5% of the capital
investors
0 Treasury shares




Shareholder remuneration
and increased investment
value over the long term

Revenue in milions of euros 10,949
10000
7500
0

5000 + 8 [ 6 0
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2500 annual growth®
0
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Consolidated 2006 revenue increased on 2005 by +4.9%. On a comparable basis {excluding
currency, natural gas and perimeter effects), the increase was +5.7%.

0
%}:90 Basic earnings per share adjusted " ineuos 8.35
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Steady, sustained 4 H
growth in basic
eamings per share ,
(In.2006 +6.2%) M Hill
QOverSyears +7.7%
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Over 20 years +7.7%
(Over 30 years +9.8%]

Dividend per share adjusted ) in euros 4.00
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Dividend proposed for fiscal year 2006
* 4.00 euros per share, an increase of +14.6% over 2005.
* Distribution rate of 49.6% of net earnings.
* In compliance with the Articles of Association, registered shareholders who have held their
shares continuously since December 31, 2004, will receive a bonus equal to 10% of
the dividend paid.
Over a ten-year period
* Global distribution regularly increased, on average +12% a year,
* Average distribution rate of 48.4% of net earnings.

(1) Adjusted to account for bonus share issues.

(2) The data presented cver 30 years were calcufated using accounting standards in force at the time.

As of January 1, 2005, standards have changed. These new standards ware used for financial yaars 2004,
2005 and 20086.
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Air Liquide and the Stock Exchange

220 — CAC 40
— Air Liguide
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Identification sheet as of December 31, 2006
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ISIN value code FROOOO120073
Face value €11
Number of shares 121,149,189
Share price €179.90
Market capitalization {in millions) €21,794
Member of the CAC 40 and Dow Jones Euro Stoxx 50 indices

Weighting in; CAC 40 index 2.1%
Dow Jones Euro Stoxx 50 index 0.98%

Eligible for the Deferred Settlement Service {SRD) and Stock Savings Plan (PEA)
Supports the Paris Stock Exchange market for tradable options {Monep)

FPortfolio growth

Value, before tax, as at December 31, 20086, of a portfolio of Air Liquide shares including
reinvested gross dividends (reinvested in shares on the first opening day of the

Stock Exchange after distribution}, bonus shares (fractions stemming from bonus share
allocations converted into fractional shares) and loyalty bonuses.

x 81
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Listening to and informing
shareholders

Meeting
shareholders

Air Liquide is committed to exchanging infor-
mation directly with its shareholders through:

& the General Shareholders’ Meeting: over 4,700
sharehelders were present,

m many Informatiocn Meetings outside of Paris,
® the Salon Actionaria: over 35,000 people visited
the booths of the companies present.

The Shareholders'’
Communication
Committee

This Committee, created in 1987, embodies Air
Liquide’s commitment to listen to its sharehold-
ers and to treat them with respect.

Its 12 volunteer members work with Benoit Potier, Chairman and CEQ, to improve
the quality of the relationship between Air Liquide and its individual shareholders,
in areas relating to communication and shareholder information.

The Committes, a think tank and a source of inspiration, is a representative sample of
individual shareholders and acts as a messenger between Air Liquide and its individual
shareholders by giving a voice to their questions and expectations.

In 2008, the Committee held three plenary sessions with all members present chaired
by Benait Potier. Additional meetings took place, bringing together committee
members and members from Air Liguide’s Communication Department and
Shareholdar Services teams. These sub-committees concentrated on written
communication tools, the video presentation of the General Shareholders’ Meeting,
the information meetings outside Paris and enlarging the individual sharehclder base.

nd | (s .
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From left to right and top to bottom:
Alain Dupeort {Bordeaux — 33), Vincent Gaffiot (Auxerre - 89), Jean-Georges Gerber
{Harskirchen — 67), Jean-Marie Lafollie-Horat (Brandon - 71), Dominique Mauclair (Blois - 41),
Jean-Pierre Marin {Aurillac - 15), Christophe Neves (Paris - 75), Dominique Reuter
(Domazan - 30), Patrik Steidle (Saint-Brice-Courcelles — 51), Guy Tessereau (Meylan ~ 38),

Pierre Troussel (Vélizy - 78), Dominique Vigneron {Sainte-Adresse - 76).




Air Liquide keeping you informed

Shareholders’ information is a key element of the Company’s commitment
to its shareholders. Air Liquide communicates regularly on its

businesses, development and strategy.

S|

m The Annual Report presents all the
latest information on the Group and

its strategy.

& The Shareholder’s
Guide/Summarized Annual Report
provides a summary of the: Annual Report
and practical information for every
shareholder.

a1 Financial notices: press releases,
presentations and recordings of financia
analysts’ meetings are available on the
Internet. Financial announcements are
published in the press.

VI

All this information is available on the
Company’s toli-free telephone number.

m For the General Shareholders’ Meeting,
an invitation is sent to every shareholder
as well as comprehensive Minutes of the
meeting including the debates and votes.

m Four Letters to Shareholders are sent
gach year to registered shareholders,
holders of bearer shares who voted at the
General Shareholders’ Meeting and
anyone else who requests them. In 2006,
two special issues focused on our
Healthcare activity in hospitals and
homecare.

Ltrmms v oo s i e e =

All these documents are accessible
on www.airliquide.com




Shareholder
Services

A team at your service

The 20 members of Shareholder Shareholder Services is a one-stop
Services are permanently available to contact for registered shareholders who
help keep you informed about the wish to receive an invitation to the
Company's activities and the evolution General Shareholders” Meeting or o

of its stock. A direct and daily contactis  send in their vote by correspondence.
at your disposal. Also, as a stock market professional,
They can also help you with procedures Shareholder Services defends the

for gifts and inheritance questions. interests of individual shareholders in all

‘formal discussicns that concern major
developments and changes in French
and European stock markets.

— » Come and visit us

: Jielshareholden

S [V ceshteamlmembers)
ol b fepmy
pwelcomelvolifatiite)
Cempemys heed effan
infaleceptiontioom)
[dedicatedhtolindividtal
ShareboldersYEowg
examplegyoulcaniplace]
potgbliyzselfordersiwithy
NisYodeorganizelalicansicy
Cisharesy




A 24/7 service

o You can talk to a Shareholder Services tearm member on the phone from 8:30 am. to
5 p.m. or leave a message.

0 (>LE(P 0 800 16 6179) (free)

or +33 1 57 05 02 26 from outside France to check current share prices, listen to the
Group's weekly news and financial inforration and find out about our agenda (in French

onlyl.

Surmmary: _ .

0 - The Group’s weekly news 3 - Leave a message with Shareholder Services
1 - Current share price 4 — Coming Events .

2 _ Financial information # — Talk to a member of Shareholder Services

@ An Internet site dedicated to providing shareholders with all the information they need:

www.airliquide.com

Since 2004, direct registered shareholders have been able to check their accounts and
make on-line stock order entries.
Moreover, all documents are available in French and English on the internet site.

@ An email address so that you can send your questions to Shareholder Services:
shareholders@airliquide.com

m An @-mail alert system, available free of charge, to keep you informed of the
most important recent events in real time.

Contact us

Shareholder Services
75 quai d'Orsay
75321 Paris Cedex 07

Toll-free number: 0800 16 61 79
or+33157050226
from outside France

shareholders@airiquide.com
www.airliquide.com

Stock Exchange orders:

Tel: +33 (0) 1 40 62 50 82
or 50 35 or 52 41

Fax: + 33 (0) 1 40 62 57 50




in what form do you hold your shares?

O As bearer shares, your account is managed by your financial intermadiary,
but Air Liguide does not know you,

o As intermediary registered shares, your financial intermediary manages your share
account but your shares are also registered at Air Liquide: this is service +.

o As direct registered shares, your shares are kept directly and exclusively at
Air Liguide: this is service ++.

areholding

£

Service +: registered sh

i

¥i-n e 248

Air Liguide knows you

+
Direct contact with Shareholder Services +
Dividend + +
Dividend increased by 10% after two calendar years +
Bonus share allocation + +
Bonus share allocation increased by 10% after two calendar yearst) +

Personalized relationship: receive sharsholder information
and the invitation to the General Shareholders’ Meeting directly
from Air Liquide - easier access to the General Sharsholders' Mesting +

{1) Sharas registered by December 31 of any given year and held continuously in registered form for more than
twe calendar years.

Service ++: Registered shares
d I reCt reg IStered For over ten years, Air Liquide has
Shareh0|d| ng promoted registering shares amonyg its

shareholders, especially via its loyalty
bonus program. As a result, the poof of
o €0 for handling, or management fees registered shareholders has grown
on standard transactions, steadily to reach 146,000 at the end of
o dividend payment: direct, 2008, including 52,000 directly registered

harehalders.
fast and free of charge, shareholders

s placement of buy/sell As of December 31, 2006
orders at low rates. via o 32% of all shares were registered,
Shareholder Services 0 58% of registered shares were held by

or directly online, with accessto ~ INCividual sharehoiders,

direct registered share accounts o 49% of individual shareholders’ shares
and pending orders 24/7, were reg|stterr:'>d,‘ ,

a personalized counseling a 23% of ingtituticnal investors’ shares

were registered.
for all transactions. .
In total, 31.1 million shares, that is 25.7%

of share capital, are eligible for the bonus
dividend to be paid out in 2007,

XI




2007 events

Financial Agenda

APRIL
20

1 quarter 2007
revenue

MAY
9

Shareholders’ General
Meeting

MIAY
15

Dividend payment

JUNE
13

Date proposed for stock
split subject to approval
at the General
Shareholders’ Meeting
on May 9

AUGUST
3

1st haif 2007
consolidated revenue
and results

OCTOBER
20

3 quarter 2007
revenue

Regional information meetings

APRIL
4

in Strasbourg, organized
" by the newspaper
Le Revernu

MAY
24

meeting chaired by
Benoit Potier at the
Air Liquide Village in Nice

MAY
30

meeting chaired by
Benolt Potier at the
Air Liquide Village in Lyon

JUNE
18

in Brussels, organized
by the newspaper
Invastir

OCTOBER
4

in Dijon, organized by FFCI
(French Federation of
Investment Clubs)

8CTOBER

in Reims, organized by FFCI
{French Federation of
Investment Clubs)

"Actionaria” shareholder fair

NOVEMBER

16-17

Shareholder fair
Palais des Congrés
Paris (France)
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Key figures

The year 2006 was €10,949 million Total revenue

once again character- 88% Gas and Services
ized by growth and 12% Related Activities
dev.elopm.em in all our Related Activities
business lines and all revenue
geographies. €1,321 million
This development went hand in Gas and Services 0 Welding material _
hand with a significant revenue Ea%m’ggg and Construction
|mprc.3vement .:n margm.s and a €9’628 million ® Diving
considerable increase in net profit, ‘
exceeding one billion euros for the E:f‘adr;?ﬁmf:;zam /
first time. B Electronics : 17%

O Healthcare 43%

For 2007 and the years to come,
Air Liquide’s positioning in the most
promising markets, startups of new
production units and the
commercial successes already
achieved, as evidenced by a higher
level of investment, mean that the

\ m

Group can be confident and aim at Men and women
accelerating its growth. by geographic
Zone
) . . # Europe
Operating income O Americas
recurring by o Asia-Pacific
eographic zone® O Africa and Middle East
geograp
B Europe
0 Americas
0 Asia-Pacific
0 Africa and Middle East

(1} Excluding research centers and corporate.

AR LiouIDE 02 ANNUAL REPORT 2006
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18.35
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3 Basic earnings
g = per share
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10,948

2 1 102%°

in millions of euros

w7+ 149"

! Revenue
in millions of euros

+ 9%

r~
w
M~

52.5

111.8

111.7
}11.9

04 05 06
Net indebtedness/

4.00

0 {1} On a comparable basis.
(2} Variation on 2005 net profit excluding exceptional elements.
. 0 {3} Adjusted to account for bonus share issues.
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The year's highlights

Americas

M Partnarship in the framework of a
€0, STORAGE project in

INDUSTRIAL i CRCHANT Countryside, lfincis, backed by
LARGE INDUSTRIES the LS. Department of Energy, 1o
ELECTRONICS study new environmentally friendly
HEALTHCARE .

solutions.

RELATED ACTIVITIES

M NEW COMMERCIAL SUCCESS IN
ARGENTINA with a 15-year
renewal and extansion of
contracts with the Argenting
steelmaker Siderar for the San
Nicolas site.

H TRIPLE SUCCESS IN THE SOLAR
INDUSTRY IN GERMANY. Launch
of ALUX, an offer dedicated to
photovoltaics, LEDs and fiber
optics.

B DEVELOPMENT OF HYDROGEN
PRODUCTION ACTIVITIES IN THE
UNITED STATES with the startup of
the new hycrogen production unit
in Bayport (Texas), which is totally

H Delivery to cERN of the largest
cryogenic system in the world.

H DOUBLING OF THE HYDROGEN
PRODUCTION CAPACITY IN

ANTWERP with the construction of B Installation of a hydrogen service integrated into the Texan pipsfine

a second hydrogsn production station at the foot of the Fifiel network. The Group also

unit on the BASF site, in the port Tower, for the CHALLENGE launched a project for ancther

of Antwerp in Belgium. BIBENDUM. large-capacity production unit in
B STRENGTHENING OF THE GROUP W Launch of the HYCGHAIN project Califomia.

IN BULGARIA with the signing of a designed 1o test 158 vehicles B INCREASE IN AIR LIQUIDE'S

new 15-year contract with its that run on hydrogen in four ELECTRONICS PRODUCTION

customer Cumerio Med JSC, to Eurcpean regions. Ar Liquide CAPACITIES in Fremont, Califomia,

supply oxygen 1o its copper brought together 24 partners to for the ALOHA high-tech offer,

production factory in Pirdaop. share its expertise. after Chalon-sur-Sadne in France.

W ACQUISITIONS IN EUROPE IN
HOMECARE Of Nord Service
Projacts, Aiolos Medical, Rubel
Atem und Sauerstoifgeréte ard
Zuther & Hautmann. In tatal,
these companies serve over
25,000 patients. Air Liquide also
acquired Farmec, the leader in
the ltalian antisepsis market.

B Early 2007, announcement of
THE PURCHASE OF LINDE GAS UK
in the UNITED KINGDOM.

AIR LIQUIDE 04 ANNUAL REPORT 2006



Air Liquide
rewarded

et

-
Prix Cristal rewarding the a wer i uces Y
transparency of financial Pe
information, for the Top 40

companies guoted on the Paris Vi 3" i

Stock Exchange. ' g - o= . L , )
AGEF) 2006 first prize QASIa-PaCIfIC 1 ‘3 . o

for “functioning of the General
Shareholders’ Meeting”. B MAJOR INVESTMENTS IN THE NEW

AGEF| 2006 second prize for DEVELOPMElNT ZONF OF TIANJIN H OUTSTANDING SUCCESSES IN
“the quality and transparency IN CHINA, With the signature of a AUSTRALIA with the signature of
of inform.atio.n a‘nd joint venture contract with Tianjin hree nitrogen contracts for some
communication”. Soda Plant, a subsidiary of the of the largest mining companies
“TOPCOM d’or Corporate Tianjin Bohai Chemical industry in the world, to improve safety for
Busipess 2007” for the group, and the signature of a their teams.

best in-house newsletter. long-term agreement with Tianjin

“TOPCOM de bronze LG Bohai Chemical (LG Bohai). W SIGNING OF AN AGREEMENT TO

Corporate Business 2007” Il STRONG GROWTH IN CHINA with ACQUIRE 100% OF JAPAN AIR

for the best annual report. ) ' GASES, & major player

The clear and transparent the construction of a new air in the Japanese market with over |
information and presentation separation unit in Hangzhou. '

of the com ‘s busi 2,000 employees.
> Company s businesses 8 COMMERCIAL SUCCESSES WITH
contributed to this success.
] . ) THE JUMBO OFFER in Taiwan with
Fils d'or du Meifleur Service the creation of a new Electronics Africa
actionnaires awarded by , .
la Vie Financiére and Synerfil Material Center. Middle Fast

for the quality of shareholder B NEW RIGH-TECH EQUIPMENT

services. ASSEMBLY CENTER for the
electronics industry in Taichung.

W Early 2007, announcement of the

purchasge of MINORITY INTERESTS
in sgbsidw’an‘es N SOUTHEAST ASIA.

B IMPORTANT FOOTHOLD [N KUWAIT
with the signing of a 20-year
contract to supply oxygen,
nitragen and compressed air to
the Equate Petrochemical
Comparty.
B COMMERCIAL SUCCESS OF
ENGINEERING IN SAUDI ARABIA
( ) with the construciion of a carbon .
monoxide producticn unit for \
. Sipchem.

— f
-y AR LIg

Boursoscan 2006 prize for
“financial communication”.

Special prize in Italy
recognising responsible
communication, for its
educational program fo vivo
d’aria (| live off air} for schools A = A
near Priolo, in Sicily. _ £ 1000 ’ i . W

“Janus de 'Industrie” for the
Digi@wave and Citowave
welding units, and “Janus de la
Santé” for Taema's Lagoon

vacuum regulator, from the
French Institute of Design. ANNUAL REPORT 2006 05 AIR LIGUIDE



Message from
the Chairman and CEO

The year 2006 was a new year of
sustained growth for your Group, in
activity as well as in earnings: + 5.7% in
sales, + 11.4% in net earnings, which
exceeded one billion euros for the first
time, and + 10.2% in net earnings per
share, on a comparable basis.

Air Liguide took advantage of the
dynamism of emerging economies: the
successes in Asia — in particular, in
China —, Eastern Europe, Latin America
and the Middle East are concrete proof
of our conquest strategy in new
territories and markets. In North
America, our activity was buoyed by a
favorable economic climate. In Europe,
despite more modest growth, Air
Liquide's performance remained clearly
better than that of the industry on the

AIR LOUIDE 06 ANNUAL REPORT 2006

whole because of the Group’s
positioning in strong growth vectors
such as healthcare, the environment
and improved efficiency in industrial
processes. The Air Liquide Genreral
Shareholders' Meeting was also a
highlight of the year: it approved, by a
large majority, the company’s new
bylaws and the return to the Group’s
historical structure with a Board of
Directors. Your decision was an
important step that made it possible to
open a new page in Air Liquide's history
by benefiting from the experience
acquired in governance during the
preceding period.

This past year also witnessed a change
in our industry’s competitive landscape
with the emergence of a new European

company, created by the merger of two
competitors, whose size is comparable
to ours. We have of course already
incorporated this new situation into cur
thinking on strategic positioning.

A major move forward in Asia

In Asia, a particularly dynamic region in
which most of the worldwide electronics
industry is concentrated, we have
strengthened our position in Japan. So
after merging our activities with those of
BOC in 2003 to create Japan Air Gases,
a subsidiary in which we held 55%, in
2006, we finalized the acquisition of the
remaining 45%.

At the start of 2007, we also announced
the purchase of minority interests in four
joint ventures held with BOC in
Southeast Asia, in Singapore, Thailand,
Vietnam and the Sultanate of Brunei.
These acquisitions represent a major
move forward for the Group.




Strengthening our positions

As in previous years, in 2006, we
continued our productivity efforts, which
took the form of a new improvement in
margins. They more particularly
concerned procurement, through the
introduction of new prospective and
more easily sharable management
tools, and organizational modifications
in Europe, especially in France, Italy and
Belgium. These adjustments are
necessary so that the Group can
anticipate the changes in its markets.
They may mean major efforts for the
teams concerned for whom specific
support is systematically provided, in
keeping with the Group’s values.

Objective: first do better...

This improvement approach for our
operating performances is a priority for
the Group for the next three years. We
are going to strengthen our efforts to
reduce costs further, increase
productivity and efficiency and better
manage our prices and market shares,
The objective is to generate growth in
net earnings considerably higher than
that in sales. The flexibility thus acquired
will permit us to accelerate our growth
and consequently retain a worldwide
leadership position.

... and then do more

Because this is the other main priority of
the coming years: seizing new market
opportunities. Qur goal is to take
stronger positions in growing markets
and in the fields of the future by
deploying our expertise and innovation.

Organized around our ¢ore
businesses

To first do better and then do more, we
adapted, at the start of 2007, the
Group's organization by creating, for our
Gas and Services business, four World
Business Lines with strengthened goals:
Large Industries, Industrial Merchant,
Electronics and Healthcare. Each
branch proposes strategic objectives to
the general management, decides on
development projects and manages
their implementation. At the same time,
operational management will continue
to be handled by the countries with
performance coordination and
monitoring at the level of lomogeneous
Z0nes.

This evolution will allow us to win more
business in an industrial and medical
gases market that should increase from
25 to 30 hillion euros by 2010 for the
entire industry.

This trend already started to show in the
2006 figures: our investment decisicns
rose by + 25% compared to 2005, the
result of the increase in volume of the
contracts signed. At the same time, our
portfolio of projects being studied
considerably increased.

An expanding market

This growth in demand comes largely
from emerging economies where the
idea of time is critical: business is
concluded and factories sprout twice as
quickly as the usual time frames in our
industry. Rapid decision-making and
flawless implementation are essential.

Skills transfers between countries in the
Group’s expert network sustain this
great momentum in new economies.

The development of the industrial and
medical gases market is equally
connected to new needs in the energy,
environment, healthcare and advanced
technologies sectors. The international
energy issue, 1o mention just one,
opens new prospects, especially for
oxygen in the exploitation of tar sands,
environmentally friendly carbon
combustion and petroteum residue
gasification.

Air Liquide, a blue-chip growth stock

Strengthened by this dynamic, bringing
together increased productivity and the
development of our business, our
ambition is to make the greatest profits
from the growth potential of our
markets. These changes go hand in
hand with creating new value for all our
shareholders, both individual and
institutional.

My wish is that the Air Liquide share
now be considered both a blue-chip
defensive and growth stock combined.

Benoit Potier
Chaiman and CEO
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Corporate governance

New Group
structures

On May 10, 2006, the Combined Shareholders’ Meeting decided to modify the Company's
management structure by adopting the legal structure of a public company with a Board
of Directors.

After the Combined Shareholders’ Meeting, the Board of Directors met in order to determine
the general management organization by appointing a Chairman who also assumes the
position of Chief Executive Officer. In addition, it appointed two Senior Executive Vice-
Presidents.

In keeping with Air Liquide tradition, the Chairman would also assume the role of Chief
Executive Officer so as to promote a close relationship between its executive managers
and shareholders.

This choice was accompanied by the adoption, by the Board, of provisions aiming to
sustain compliance with the corporate governance principles to which Air Liquide has
always been attached. Hence, the balance in the relations between Executive Management
and the Board of Directors was maintained particularly by limiting the powers of the Chief
Executive Officer, with the approval of the Board of Direciors being required for major
transactions. The Board also set out to maintain a high degree of transparency by
adopting principles of professional conduct, separating the issues of appointments and
remuneration, now managed by two separate committees. It was also agreed that the Chief
Executive Officer may not attend any committee meetings relating to him personally and by
appointing an independent chairman to be the head of each of the three commitiees.
Internal regulations, adopted by ihe Board in May 2006 following the adoption of the new
Articles of Association, set forth very specifically the principles governing the professional
ethics of directors, and the cornposition, role and operating procedures of the Board and its
committees.

AIR LIGUIDE 08 ANNUAL REPORT 2006




Executive Management

Executive Management is comprised of three individuals:
Benoit Potier, Chairman and Chief Executive Officer,
assisted by Jean-Claude Buono, Executive Vice-President,
and Klaus Schmieder, Executive Vice-President.

Similar to the procedures previously followed by the
Management Board, Executive Management meets regularly
once a month to examine, in particular:

B strategic operations at Group level,

B budgets and accounts,

B investments and major industrial projects, principal mergers,
acquisitions and disposals of activities or entities.

As in the past, issues relating to personnel safety are subject
to particular attention.

Board of Directors

In 20086, the Board of Directors met four times and the
Supervisory Board met once prior to the modification in the
management structure, with an attendance rate of 95%.

its role

The Board of Directors determines the major orientations of
the company’s activities and ensures their implementation by
management. Accordingly, it examines and approves the
Group's principat strategies and re-examines them when
significant decisions are made. It ensures that these strategies
are implemented by the Executive Management. In
accordance with the law, the Board deals with any issues
concerning the smooth running of the Company. The Board of
Directors conducts controls and verifications as it deems
appropriate.

Its composition

The Board of Directors is currently comprised of 11 members
appointed by the Shareholders’ Mesting of May 10, 2006, for
a term of four years, except for the former members of the
Supervisory Board, who were appointed for their remaining
term of office, in accordance with the overlapping principle.
The internal regulations stipulate that members are chosen for
their skills, their integrity, their independence of mind and
their determination to take into account the interests of all
shareholders.

M Professional ethics of directors

The director represents all the shareholders and shall act in all
circumstances in the Company's best interests.

Each director undertakes to:

- meet the obligations imposed upon him/her by the Articles
of Association and the various legal, regulatory, corporate or
internal provisions and, more specifically, the internal rules
relating to the prevention of insider trading or the obligations
to report transactions involving the Company’s shares,

- notify the Board of any conflict of interest with the Company
and to refrain from voting in the corresponding deliberation.
Each director is bound to an obligation of secrecy,

- strive to take part in all meetings of the Board and its
committees, and attend the Shareholders' Meetings,

- keep himseli/herself informed and devote the time and
attention required to perform his/her duties,

- hold at least 500 registered shares in the Company.

# Independence of directors

In accordance with previous practice, an assessment of the

independence of members is carried out once a year by the

Board. With regard to the defined criteria, 8 of the 11 Board
members are independent.

its functioning

# Relationship with Executive Management

In a continuous effort to look for a correct balance, it was
decided to renew the former rules limiting the powers of
Executive Management while adapting thern to the new
structure. The internal regulations thus specify thresholds,
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above which certain key decisions require prior authorization
by the Board of Directors, in accordance with the Articles of
Association {external sales or acquisitions, investments,
transactions that could substantially change the Group's
strategy).

In accordance with the practices specific to dual structures
implemented when the Company operated with Management
and Supervisory Boards, it was decided to continue
presenting quarterly reports on the Company's management
to the Board of Directors.

M Internal functiening rules

The internal regulations specify the Board's operating
procedures:

- keeping directors informed: this is ensured by sending a
file of meeting documentation dealing with key items on the
agenda prior to mestings; relevant information is also sent
between meetings.

- conduct of meetings: the internal regulations define the
frequency of meetings and the rule of notification and
participation by video-conference or telecommunications.

- formation of committees: the internal regulations define
the purpose and operating procedures of the three
committees (see below).

- training measures: the internal regulaticns stipulats that
training measures relating to the Company’s businesses are
offered to directors, particularly through site visits or meetings
with senior exacutives. More particularly, information on the
Group’s accounting, financial and operational specificities is
offered to members of the Audit and Accounts Committee.

- rules of appraisal: the internal regulations stipulate that, in
accordance with previous practices, «the Board will ensure
that an evaluation is carried out periodically of its composition,
its organization and its functioning as well as those of its
committees. An update will be made by the Board on this
topic once a year and a formal evaluation will be carried out
under the authority of the Chairman of the Board of Directors
every three yearsn».
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The Commitiees

The Board of Directors has set up three committees:

W the Audit and Accounts Committee, whose duties within
the Supervisory Board have been renewed under the same
terms and conditions within the Board of Directors,

1 the Appointments Committee,

8 the Remuneration Commitiee.

The Audit and Accounts
Committee

Gérard de La Martiniére (Chairman},

Edouard de Royere, Béatrice Majnoni d’intignano
and Rolf Krebs (i.e. three independent members
out of four, including the Chairman).

Pursuant to the internal regulations, the Committee must
comprise between three and five members of the Board
of Directors and at least two-thirds of its members must
be independent.

The purpose of the Committee is to prepare recommen-
dations for the Board of Directors. It forms a reasonable
judgment concerning the accounts and accounting
principles used, the existence and functioning of control
organizations and control procedures adapted to the Group,
organization of the internal control function, the plans for
assignments and actions, the findings of these assignments
and the recommendations and ensuing measures taken,
choice and renewal of the external auditors, review of the
tendering process, and information on the overall fees paid.
Committee members combine corporate management
skills with economic and financial expertise.

The Coemmittee collects the observations of the Executive
Management on these various issues, reports to the Board
of Directors on its work, informing it of any problems that
may be encountered, observations made to the Executive
Management and progress made in relation to these
observations.

The Committee meets in principle three times a year, and
always before the Board meetings held to review the annual
or half-yearly financial statements. An initial verbal report is
given to the Board by the Committee chairman. A written
report of the meeting, approved by the Commitiee
members, is transmitted to the directors. The Committee
may ask to cenvene Group employees. It may meet the
statutory auditors or members of the Internal Audit
Department. It may call on external experts for assistance.
The company shall provide the Committee in such a case
with the corresponding funding.

In 2006, the Audit and Accounts Cormmittee met three times
within the Board of Directors, and once within the
Supervisory Board, with an effective attendance rate of 92%.




The Appointments Committee

Lindsay Owen-Jones {Chairman), Alain Joly, Thierry
Desmarest and Cornelis van Lede (i.e. three independent
members out of four, including the Chairman).
In accordance with the internal regulations, the
Appointments Committee must comprise three or four
members of the Beard of Directors and the majority of its
members must be independent.
The Chairman and Chief Executive Officer may not attend
any Committee meetings relating to him personally. The
Committee meets in principle twice a year. The conclusions
of Committee meetings are presented by the Committee
Chairman for discussion and decision-making at the next
Board of Directors’ meeting.
The Appointments Committee met once between May 10
and December 31, 2006, with a 100% attendance rate for
its members either in person or by telephone.
The Committee has met twice since the beginning of 2007.
Tasks of the Committee are:

Concerning the Board of Directors:
- Make proposals to the Board of Directors for renewal and
appointment of directors, and proposals for the creation and
composition of Board committees,
- Periodically evaluate the composition of the Board of
Directors,
~ Pericdically review the criteria applied by the Beard to
classify a director as independent,
— Once a year, examine on a case-by-case basis, the
situation of each director or each candidate for the duties
of directors in light of the criteria applied and make
proposals to the Board of Directors.

Concerning the Chairman and Chief Executive QOfficar:
— Examine, as necessary the renewal of the term of office
of the Chairman and Chief Executive Officer and whether or
not it is appropriate to continue to combine these duties {or
to separate them),
- Examine the changes in these duties and provide for
solutions for their renewal, where applicable,
— Examine periodically developments with regard to the
Senior Executive Vice-Presidents,
- Ensure that it is kept informed by the Chairman and Chief
Executive Officer of planned changes in Executive
Management resources (and, in particular, the Executive
Committee).
The Committee can request the assistance of outside
experts if necessary. The company shall provide the
Committee in such a case with the corresponding funding.

Remuneration Committee

Lindsay Owen-Jones (Chairman), Alain Joly, Thierry
Desmarest, Cornelis van Lede (i.e. three independent
members out of four, including the Chairman).

In accordance with the internal regulations, the
Remuneration Committee must comprise three or four
members of the Board of Directors and the majority of its
members must be independent. The Chairman and Chief
Executive Officer may not attend any Committee meetings
relating to him personally. The Committee meets in principle
twice a year. The conclusions of Committee meetings are
presented by the Committee Chairman for discussion and
decision-making at the next Board of Directors’ meeting.
The Remuneration Committee met once between May 10
and December 31, 2006, with a 100% attendance rate for
its members either in person or by telephone.

The Commitiee has met once since the beginning of 2007.
Pursuant to the internal regulations, the purpose of the
Remuneration Committee is to:

- Examine the performance and all the components of
remuneration inciuding stock options, or other forms of
deferred remuneration, pension plans and, in general, the
conditions of employment of the Chairman and Chief
Executive Officer as well as the Senior Executive Vice-
Presidents and make the corresponding recommendations
to the Board of Directors.

— Examine the proposals by the Executive Management
concerning the granting of stock options and other incentive
systems related to the share price to other Group
employees and propose their granting to the Board of
Directors.

- Examine and propose to the Board of Directors the
allocation of directors' fees among Board members.

The Committee can request the assistance of outside
experts if necessary. The company shall provide the
Committee in such a case with the corresponding funding.
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Board of Directors

— AY
Benoit Potier
Chairman and CEQ
Term expires in 2010

Born in 1957, Benoit Potier graduated from
Ecole Centrale de Paris. He joined Air Liquide
in 1981 as a research and development
Engineer. After serving as a Project Manager
in the Engineering and Construction Division,
he was made Vice-President of Energy
Deavelopment in the Large Industries
business line. In 1993, he became Vice-
President of Strategy & Organization and, in
1994, was put in charge of the Chemicals,
Iron & Steel, Qit and Energy Markets. He was
made an Executive Vice-President of Air
Liguide in 1895 with additional
responsibilities over the Engineering &
Construction Division and the Large
Indlustries operations in Europe.

Benait Potier was appointed Chief Executive
Officer in 1997. He was appointed to the
Board of Directors in 2000 and became
President of the Management Board in
November, 2001,

Benoit Potier is now Chairman and Chief
Executive Officer of LAIr Liguide S.A. He is
also Chairman and CEQ of Air Liguide
International, American Air Liquide Inc. and
Air Liquide International Corporation,
Chairman of American Air Liquide Holdings
Inc., director of Air Liquide Italia Srl. and AL
Air Liquide Espafa.

He is also a director of the Danone Group
and a member of the Supervisory Board of
Michelin.

He owns 10,604 shares.
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Sir Lindsay Owen-Jones
Vice-Chairman of the Board of Directors
Term expires in 2009

Born in 1946, Sir Lindsay Owen-Jones gradu-
ated in Literature from Oxford University and in
husiness from INSEAD. He joined L'Oréal in
1969. Having started out as a Product
Manager, he was appointed to Belgium, and
then returned to France where he became
Marketing Director of the Consumer Division in
1978, In 1978, he was appointed Chief
Executive Officer of L' Oréal's ltalian subsidiary,
before becoming Chaiman and Chief
Executive Officer of Cosmair Inc. — at that time
'Oréal’s exclusive agent in the United States
-in 1981. In 1984, he became Vice-Chairman
and Chief Executive Gfficer, Vice-Chairman of
the Management Committee and a director of
L'Oréal. He was Chairman and Chief Executive
Officer of L'Oréal since 1988 until April 2008,
when he became Chairman of the Board of
Directors of L'Oréal. He is also Chairman of the
Committee for « Strategy and Implementation »
of |X0Oréal, Chairman of the Board of Girectors
and a director of L'Oréal USA Inc. and of
L'Oréal UK Ltdl.

Sir Lindsay Owen-Jones was a director of Air
Liguide from 1934 to November, 2001, then
Vice-Chairman of the Supervisory Board from
November, 2001 until May 10, 2006.
Presently, he is Vice-Chairman of the Board of
Directors, Chairman the Appointments
Committee and Chairman of the Remuneration
Committee of L'Alr Liquide S.A. He is a director
of Ferrari SpA, Italy. He is also a director and
rmember of the Appointments, Remuneration
and Governance Committee of Sanofi-Aventis.
Sir Lindsay Owen-Jones has been Chairman
of Alba Plus SASU since Juty 2006.

He owns 8,016 shares.

Edouard de Royere
Honarary Chairman
Term expires in 2008

Born in 1932, Edouard de Royere graduated
from Ecole Supérieure de Commerce de
Paris. After having begun his career as a
signing officer at Credit Lyonnais and then as
a Vice-President at Union Immobiliere et
Financiére, Edouard de Royere joined Air
Liguide in 1966 and became Company
Secretary, Director of Air Liquide from 1971
to November, 2001, Edouard de Royere was
appointed Executive Vice-President in 1979,
Vice-Chairman and Chief Executive Officer in
1982 and served as Chairman and Chief
Executive Officer from 1985 1o 1995.

He was named Honorary Chairman of Air
Liquide in 1997 and was a member of the
Supervisory Board from November 2001 until
May 10, 2006, Edouard de Royere is today a
director and a member of the Audiit and
Accounts Committee of L'Air Liquide S.A..
Edouard de Royere is also a member of the
Supervisory Board of Michelin and Censor of
Fimalac. He is the Honorary Chairman of the
Association Nationale des Sociétés par
Actions (ANSA).

He owns 25,977 shares.




Thierry Desmarest
Director
Term expires in 2009

Bomn in 1945, Thierry Desmarest graduated
from Ecole Polytechnique and Ecole des Mines
and spent 4 years with the New Caledonia
Department of Mines, befors serving as a
Technical Advisor at the Ministry of Industry in
1975, and then at the Ministry of Economic
Affairs in 1978. He joined Total in 1981 as
Managing Director of Total Algeria. He held
various executive positions within Total
Exploration Production, uttimately becoming its
Chief Executive Officer in 1989 and a member
of the Group's Execuive Committee that same
year. He became Chairman and Chief
Executive Officer of Total in 1995, of Totalfina in
1899, and then of Ef Aquitaine and TotalFinaklf
in 2000. Thierry Desmarest was Chairman and
Chief Executive Officer of Total S.A. from 2003
until February 2007 when he became
Chairman of the Board of Directors of Total
S.A.. He is also Chaiman and Chief Executive
Officer of EXf Aquitaine and Chairman of the
Total Foundation.

Thierry Desmarest was a director of Air Liquide
from 1999 to Novemnber, 2001, then a member
of the Supervisory Board frorm Novernber,

2001 until 2008. Since then, he has been a
director and a mermber of the Appointments
Committee and a member of the
Remuneration Committee of L'Air Liquide SA..
He is also a director of Sanofi-Aventis and a
member of the Supervisory Board of Areva.

He owns 1,076 shares.

Alain Joly
Director
Term expires in 2008

Bornin 1938, Alain Joly graduated from
Ecole Polytechnique and joined Air Liquide's
Engineering Division in 1962, From 1967 to
1973, he had varicus responsibilities at Air
Liguide Canada, in Montreal, and then in the
Americas Division, From 1973 to 1985, he
served successively as Vice-President
Caorporate Strategy and Management,
Regional Manager of the French Gases
Division, Company Secretary and Secretary
of the Board of Directors.

He became director of Air Liquide in 1982,
then Chief Executive Officer in 1985 and
Chairman and Chief Executive Officer in
1995. Alain Joly was Chairman of the
Supervisory Board of Air Liquide from
November, 2001 until May 10, 20086.

He is presently a director, a member of the
Appointments Cormmities and a member of
the Remuneration Committes of L'Air Liquide
SA.

He is also a director of Lafarge and BNP
Paribas.

He owns 66,866 shares.

Professeur Rolf Krebs
Director
Term expires in 2008

Born in 1940, Rolf Krebs studied medicine
and obtained a MD from the University of
Mainz. After having lectured there for several
years, he joined Bayer AG in 1976 where he
held various positions including Head of
Pharmaceutical Research and Development,
from 1984 to 1986, then Executive Vice-
President of Bayer Itafia from 1986 to 1989,
He joined Boehringer Ingelheim in 1889 as a
member of the Management Board, and,
from 2001 until the end of 2003, he was
Chairman of the Management Board.

Rolf Krebs served as President of the
European Federation of Pharmaceutical
Industries from 1996 to 1998, then as
President of the International Federation of
Pharmaceutical Industries from 2000 to
2001.

Rotf Krebs was a member of the Supervisory
Board of Air Liquide from May, 2004 until
May 10, 2008. Since then, he has been a
director and a member of the Augit and
Accounts Committee of LAir Liguide S.A..
He is also Chairman of the Supervisory
Board of Epigenomics AG, Ganymed
Pharmaceuticals AG, Merz Pharmaceuticals
GmbH and E. Merck KgaA. He is a member
of the Advisory Board of Apax Partners,
Deutsche Venture Capital, Weissheimer Malz
GmbH, Lehman Brothers Ltd and E. Merck
OHG.

He owns 605 shares.
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Board of Directors

Gérard de La Martiniére
Director
Term expires in 2007

Bornin 1843, and a graduate of Ecole
Potytechnique and of Ecole Nationale
d'Administration, Gérard de La Martiniére held
several positions with the French Ministry of
Finance from 1969 to 1984, He was then
General Secretary of the COB (formerty the
French securities and exchange regulatory
bocy) from 1984 to 1986, Chairman of the
Paris Derivatives Clearing House from 1986 to
1988, and Chief Executive Cfficer of the Paris
Stock Exchange (SBF) from 1988 to 1989.
Gérard de La Martiniére joined the AXA Group
in 1989 as Chairman and Chief Execuiive
Officer of the Meeschaert-Rouselle brokerage
unit. In 1993, he was named Executive Vice-
President in charge of the Group's investments
and financial services operations. He then took
respansibility for the Group's Holding
Companies and Corporate Affairs. He was
then a member of the Management Board,
then Vice-President of Finance, Audit and
Strategy.

Gérard de La Martiniére has been Chaiman of
the French Federation of Insurance Companies
since May, 2003. He is also Chairman of the
European Federation of National insurance
Associations.

Gérard de La Martiniére was a member of the
Supervisory Board of Air Liquide from May,
2003 until May 10, 2006. He is presently a
director and Chairman of the Audit and
Accounts Committee of L Air Liquide S.A..

He is also a director and Chairman of the Audit
Committee of Schneider Electric S.A.

He owns 915 shares,
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Cornelis van Lede
Director
Term expires in 2007

Born in 1942, Comelis van Lede has a law
degree from the University of Leiden and an
MBA from INSEAD. Cornelis van Lede
successively worked for Shell from 1967 to
1969 and McKinsey from 1969 to 1976
before joining Koninklijke Nederhorst Bouw
B.\V. as Chairman and Chief Executive Officer
from 1977 to 1982. He was then member of
the Management Comrnittee of Holtandse
Beton Groep from 1982 to 1984,

From 1984 to 1991, he was Chairman of the
Federation of Netherlands Industries then
Vice-President of the Union of Industrial and
Employer's Confederations of Europe
{UNICE) from 1931 to 1994, In 1991,
Cornelis van Lede joined Akzo N.V as a
member of the Management Board. Then, he
pecame Vice-Chairman of the Management
Board in 1992 and has been Chairman of the
Management Board of Akzo Nobel N.V., then
a member of the Supervisory Board of Akzo
Nobel NV.

Cornelis van Lede was a member of the
Supervisory Board of Air Liquide from May,
2003 unté May 10, 2006. He is presently a
dirgctor, 2 member of the Appointments
Committee and a member of the
Remuneration Commitiee of L' Air Liquide
SA.

He is also a member of the Supervisory
Board of Akzo Nobel N.V., Royal Philips
Electronics N.V., Heineken N.V. and a
director of Air France KLM, Reed Elsevier
and Sara Lee Corperation. He is Chairman of
the Board of Cirectors of INSEAD.

He owns 610 shares.

Béatrice Majnoni d’Intignano
Director
Term expires in 2010

Born in 1942, Béatrice Majnoni d’intignano
graduated in 1975 from university with an
aggregation degree in economics. She has
been Professeur agrége des Universités at
Paris-X|l Créteil since 1980 {currency,
internaticnal relations, macroeconomics,
aconomics of healthcare).

Beatrice Majnoni d’Intignano has been
Consetller Economigue a Assistance
Publique, Paris Hospitals, from 1980 to
1987, and a consultant with the Waorld Health
QOrganization since 1980. She has also been
a member of the Economic Analysis Councit
of the French Prime Minister since 1997, a
member of the Editorial Commiitee of the
review Commentaire, and a member of
Sociélé d'Economie politique.

Beéatrice Majnoni d'Intignano is the auther of
a large number of bocks and articles about
economics, employment, Europe, the
economics of healthcare and women’s role in
s0Ciety.

Béatrice Majnoni ¢'ntignanc was a member
of the Supervisory Board of Air Liquide from
May, 2002 until May 10, 2006. Since then,
she has been a director and a member of the
Audit and Accounts Committee of L Air
Liquide S.A..

She is also a director and a member of the
Remuneration and Agresments Committee
of AGF.

She owns 702 shares.




Thierry Peugeot
Director
Term expires in 2009

Born in 1957, Thierry Peugeot graduated
from ESSEC and began his career with the
Marrel Group in 1882 as Export Manager for
the Middle-East and English-speaking Africa
for Air Marrel, and then Director of Air Marrat
America. He joined Automcbiles Peugeot in
1988 as Regional Manager of the south-east
Asia zone, then Chief Executive Officer of
Peugeot do Brasil in 1991 and Chief
Executive Officer of Slica in 1997. 1n 2000,
he became International Key Accounts
Director of Automebiles Citroén and then, in
2002, Vice-President Services and Spare
Parts before being appointed to the PSA
Peugeot Citroén Vice Presidents Committee.
Thierry Peugeot has been Chairman of the
Supervisory Board of Peugeot S.A. since
December 2002.

Thierry Peugeot was a member of the
Supervisory Board of L'Air Liquide S.A. from
May, 2005 until May 10, 2008. He is
presently a director of the Company.

He is also Vice-Chairran of Etablissements
Peugeot Fréres and a director of Socigté
Foncigre, Financiére et de Participations,
frangaise de Participations Financiéres,
Socidié Ancnyme de Participations,
Immeutles et Participations de I'Est,
Faurecia and Compagnie Industrielle de
Delle. In additicn, he is Permanent
Representative of Compagnie Industrielle de
Delle on the Board of Directors of LISI.

He owns 550 shares.

Paul Skinner
Director
Term expires in 2010

Born in 1944, a British national, Paul Skinner
has a law degree from the University of
Cambridge and from the Manchester
Business School. He started his career in
1966 with the Royal Cutch/Shell group. After
having been responsible for managing
several subsidiaries in Greece, Nigeria, New
Zealand and Norway, Paul Skinner was
appointed President of the Shell International
Trading and Shipping Company from 1991 to
1995. He was responsible for strategy and
international marketing for Shell International
Petroleumn Co Ltd from 1996 to 1998. In
1998, he was appointad President of Shell
Europe Cif Products. In 1999, he was
appointed Chief Exacutive Officer of Royal
Dutch/Shell’s globat Oil Products business
and later was appointed a Group Managing
Director of the Royal Dutch/Shell group.
After his retirement from Shell, he was
appeinted as non-executive Chairman of Rio
Tinto ple, the global mining company, in
MNovember, 2003, and of Rio Tinto Ltd.

He has been a director of L'Air Liquide S.A,
since May 10, 2006.

He is also a director of Standard Chartered
plc, Tetra Laval Group, a member of the
Board of Directors of INSEAD and a member
of the Board of the British Ministry of
Defence.

He owns 550 shares.
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General Management

Benoit Potier
Chairman and CEQ
Bom in 1957 — French nationality

<"l

Franq:ois— Darchis

2.

Pierre Dufour Jean-Marc de Royere

Executive Vice-President Senior Vice-President Senior Vice-President
WBL® - Large Industries WBL " - Healthcare & Specialities WBL " ~ Industrial Merchant
North and South America, Africa, Bom in 1865 - French nationality R&D, Technologies,
Middle-East zones Engineering 8 Construction
Barn in 1955 - Canadian nationality Bom in 1956 - French nationality

Ron LaBarre Dominique Maire Larry Altobell*

Vice-President Vice-President Communications Vice-President Human Resources
Large Industries: strategy, markets, Borri in 1948 - French nationaiity Borm in 1945 — American nationality
trainees, project development “retired December, 31, 2006

Bor in 1950 - American nationality
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Klaus Schmieder

Zone Europe

Senior Executive
Vice-Président

Born in 1948 — German nationality

Jean-Claude Buono
Senior Executive
Vice-Président

] Born in 1943 - French nationality

Oy

Jean-Pierre Duprieu John Glen

Senior Vice-President Vice-President Finance
WBL™ - Electronics and Administration
North-East and South-East Asia, Bom in 1959 - Scottish nationality

Japan zones
Bom in 1852 - French nationality

The Executive Committee handles global coordination between the Group’s
different programs and activities and focuses primarily on:

examination of operational management in terms of objectives,
progress and action plans,

steering of projects for change,

human resources strategy, and

development.

On January 1, 2007, it comprised the three members of the General
Management Team and the seven members of the Executive Committee.

{1) WBL: World Business Line
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Our mission is long term

We have made a commitment to create value for our custormers throughout the world by
bringing them innovaiive technologies, products and services in our core business:
industrial and medical gases and related activities.

We have made a commitment to promole our employees’ careers, preserve health and
the environment and offer our shareholders sustainable performances over the long term.

Our values
iNscribed in our Principles of Action

ey L At

Our commitments
to sustainable development
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Our strategy in each of our businesses
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Fover 100 years, Air Liquide has been in the same core
business, operating under the same name, with steady
growth, regular eamings, long-term relationships with its
major customers, faithful and long serving employees and
a large base of loyal individual shareholders.

To sum up, Air Liguide has recorded sustained growth over
the long term and has formalized its commitment to
sustainable development focused on four dimensions:

Creating value for shareholders by developing the
company’s business performance over the long term and
with transparency;

Developing the potential of the company’s men and
women in their commitment to common objectives;

Preserving life and the environment in the Group’s operations
and at its customers’ sites,

Innovating for tomorrow to guarantee the growth of the
company and its customers.
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For over a century, Air Liquide has put
its shareholders at the heart of its
strategy. Today, over 365,000
individual shareholders have put their
trust in the Group whose objective is
to increase the value of their
investment.

Every decision is made with their
medium and long-term interests in
mind. The Group’s sustained
performance and its shareholders’
loyalty are its most precious assets.

Commitments, a charter

Air Liquide is committed to its
shareholders through the Shareholders’
Charter. It spells out the Group’s strong
commitments: consideration and
respect for all shareholders, listening to
them and informing them regularly,
remuneration and increased value over
the long term and, lastly, personalized
services. (see p. III)

Closer to our shareholders
with the registered share

Of the 146,000 shareholders who
already have registered shares, 52,000
of them have decided to be direct
registered shareholders and benefit
from all the advantages of Air Liquide’s
services.

.\I‘ .

Benoit Potler regularty meets individual shareholders.

Service +: the registered share
Air Liquide knows its shareholders and
S0 can communicate directly with them
and send them invitations to the
General Shareholders’ Meeting, regional
information meetings, the Actionaria fair
as well as the shareholders’
newsletters. Moreover, they receive a
loyalty bonus, with an additional 10%
on dividend payments and bonus share
issues depending on how long the
shares have been held. (see p. XI)

Service ++:

the direct registered share
Shareholders benefit from Shareholder
Services: management and custody of
shares free of charge, personal
assistance daily, direct and rapid
payment of dividends, etc. Buy

and sell orders may be placed at very
advantageous rates via the
Shareholders Services team members
or directly through the Internet.
Shareholders can also consult their
accounts and orders in progress

24 hours a day, 7 days a week.

ANNUAL REPORT 2006 23 AIR LIQUIDE




Air Ligquide teams are totally in step
with a dynamic and changing world.
With all their diversity and competen-
cies, they get involved in daily life to
meet their customers’ needs and sup-
port the Group’s development in new
geographic or technological territories.

Diversity

Air Liquide demonstrates diversity by
every measure, considering it a rich
source of dynamism and creativity: its
teams blend nationalities, skills, career
paths, etc.

Balancing the responsibilities assigned to
men and woman is an integral part of
this diversity and in recent years the
Group has made every effort to
strengthen the role of women in its
organization. These efforts have resulted
in a steady increase in the percentage of
women managers: worldwide, they rep-
resent 18% of engineers and managers

Management Committee of Portugal
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and 29% of afl new hires in this category.
Among the 250 managers who make up
the subsidiaries’ executive committees
throughout the world, 12% are women.

The right person in the right
place

Air Liquide is experiencing strong
growth today in new regions in the
world, especially in Asia and Eastern
Europe, with a rapid increase in team
sizes and competency levels. The
Group supports this ramping up so that
it can meet the needs of each country.
China, whose personnel increased by
nearly 300 people in 2006 out of a totat
of 1,300, is a good example. The new
personnel come from a variety of
backgrounds: first, hiring Chinese
employees some of whom already
have good experience in their field;
others, students who have graduated
from the best universities.

After their first year or two in an Air
Liguide unit outside the
country, these young high-
level engineers (1510 20 a
year) go back to a Group
site in China. Ancther way
Air Liquide strengthens its
teams in China is to send
expatriates there for a
three to four-year assign-
ment to transfer skills,

In 2006, there were about
40 of them.

Lastly, if there is a specific
need {one to six months)
in the technical or sales
area, the Group mobilizes

its most experienced employees
through the new Know-AL program.
This pragram focuses on both
racognizing and sharing know-how.

To send the right person to the right
place rapidly, Human Resources
reviews are held regularly. They provide
a vary detailed view of profiles, both on
technical and managerial skills and
employees’ wishes on geographic or
professional mobility.

In 2006, Air Liquide formalized the
principles that have always guided its
operation. These Principles of Action were
brought together in a document that spells
out the Group’s ambition and each
employee’s behavior with all stakeholders,
including customers, personnel, suppliers
and partners and local communities.

This document also details the Group's
approach to the respect for the
environment, innovation and perfornance -
Adr Liquide’s fundamental values.

This document is available in 16 languages
and is being distributed to all the Group's
employees.




Why have you accepted Know-AL*
assignments?

During the 30 years I've spent at Air
Liquide, I've had different positions,
from R&D to management of a unit by
way of marketing and sales. By taking
part in the Know-AL program, I'm
sharing my experiences with teams
around the world, in areas with strong

growth. The two assignments | carried

out were short, focused on results to
be obtained, and required intensive
work in constant cooperation with the
local teams. They taught me a great
deal, both professionalty and
personally.

What was the goal of the first
assignment?

It was to help the Japan Air Gases
sales teams to better manage price
changes, which | had already done
elsewhere. in two trips totaling five
weeks, | helped identify the key
problems and organize a training
program for the sales people to give
them the confidence to accomplish
this task, which they called “mission
impossible”. The excellent results
obtained were an extra bonus from
this Japanese experience, of which
i have wonderful memories.

Bernard Jamonet |

Director, new technological opportunities in R&D

How was the next assignment
different?

it was in China, to lay the foundations
of a profitable growtn strategy for
gases marketed in liquid form. The
difference was especially in the
incredible speed at which our
business developed in this country.

My role was to help the teams deal
with the problems inherent with this
very strong growth. | made a certain
number of recommendations and
suggestions to allow them to be better
armed to stay afloat on this wave of
growth.
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Ensuring people’s safety, controlling
industrial risks, helping preserve the
environment by saving energy and
developing solutions that really respect
the natural order: these are concrete
commitments made by Air Liquide and
demonstrated each day throughout the
world.

Wordwide, more intensive risk
control

In 2006, Air Liquide finalized the world-
wide rollout of a new integrated Industrial
Management System (IMS) whose goal is
to improve the company’s performances
in safety, respect for the environment and
the reliability of its operations. This unique
worldwide system contains a reference
for technical procedures and standards
that apply to all the Group’s units. ltis
supported by an audit program that
strengthens existing controls. An
important part of IMS, risk control is given
special attention. Risk analyses are
systematized at every stage of a project’s
development and execution or the mar-
keting of a new product or service, from
R&D through to the utilization phase. The
changes envisioned in existing industrial
units will alsc be analyzed for risks. Each
country has one or more risk control
managers who carry out risk studies and
make sure that the Group's environmenal
and safety standards are applied. Air
Liquide has a proactive policy to
strengthen the safety culiure in its teams.
Despite these constant efforts, the fre-
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quency rate of lost-time accidents rose
slightty in 2006, after several years of
steady improverment. This increase in
accidents is primarily due to the inclusion
in the reporting scape, in 2006, of new
units whose safety performances are
below the Group average.

On a comparable scope, the results are
stable and the Group is all the more
determined to strengthen its training and
awareness-raising programs, in particular
on road safety, risk prevention in confined
spaces and handling pressurized gas
systems, as well as lifting and moving
heavy objects.

In 20086, it systematized feedback and
the analysis of incidents and near-misses
in all subsidiaries in order to identify risks
in a more exhaustive way and to {further
develop a preventive approach to safety.

Environment: on Air Liquide
and customer sites

In its air separation units, for example,
the Group focuses on reducing energy
consumption per m? of gas produced.
As for its customers, the Group proposes
solutions that make industrial procedures
more environmentally friendly. in 2006,
Japan signed a particularty large number
of contracts in this area. For example,
JAG (Japan Air Gases) supplies nitrogen
and oxygen to the Showa Denko plastic
racyeling plant in Kawasalkd. It also
supplies oxygen to the Daio Paper paper
mill on its Mishima site, which has just
adopted a paper bleaching procedure in

which ozone replaces chlorine which is
harmful to the envircnment. In total, about
one third of the Group's revenues are
directly related to products, applications
or services that help preserve life and the
environment.

Air Liquide was a partner in the Challenge
Bibendum organized by Michelin in Paris in
June 2008. Created to meet the challenge of
clean mobility, the rally brought together 75
vehicles, a dozen running on hydrogen,
supplied by two Air Liquide hydrogen sarvice
stations, one near the Eiffel Tower. The Group
has afready designed and built several
stations of this kind around the world and
now has cutting-edge expertise on the entire
hydrogen chain, from production through use
in fuel cells®, as well as in storage and
distribution. The Group takes part in various
research programs and tests in real-life
situations on the use of hydrogen as a clean
energy carrier,




What does your job cover?

It's very broad: risk management, safety,
the environment, industrial conformity,
quality... | advise the General
Management Team of Air Liquide Brazil
on how to make sure our businesses are
run with a minimal level of risk. This can
go as far as recommending the
shutdown of an activity if the risk is too
great. | also check the quality of controls
and put together appropriate training
programs.

What is your role in the IMS system?
The risk control manager plays a key
role in the Air Liguide industrial
Integrated Management System. IMS
is based on the idea of continuous
improvement. Effective risk
management makes it possible to
distinguish critical points from those
that are not as essential and so to
define priorities in action plans and
resource allocations. | also participate
in risk reviews, make regular visits and
carry out audits in our different
businesses and units. And | organize
seminars for risk management teams
and production managers. It's vital for
ongoing progress, which calls for a
rigorous technical approach.

NS hanacumenT

7

Senior Expert, Risk Control and IMS Manager

Do you work with neighboring
countries?

I'm also the risk management expert
and IMS facilitator for South America
50 that synergies between subsidiaries
are promoted. So that IMS imple-

mentation and the risk management
approach are coherent and credible
region-wide, we are developing
training programs and standard
planning, control and recording tools.
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Innovation is one of the essential
building blocks of the Group’s growth
strategy. Its teams work on new gas
production technologies, innovative
applications, services with high added
value, etc. They focus their efforts on
three main areas: a sustainable
environment, healthcare and hygiene
and advanced technologies.

Almost at absolute zero
Maintained at very low temperatures,
some materials become
superconductors: they no longer
present any electrical resistance and
permit very strong electric currents to
go through them without heating up.
This superconductivity property enables
researchers to move forward in the field

A ring 27 km in circumference that
transports liquid helium at -269 °C 100 m
underground: this exceptional cryogenic
system was created by Air Liquide for
CERN in Geneva. It will enable scientists
to carry out research on the origin of the
universe and the composition of matter.
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af particle physics and the knowledge of
rnatter. Air Liquide is a stakeholder in
this adventure thanks to its Advanced
Technologies Division, which develops
cryogenic cooling systems that
approach absolute zero (-273°C). In late
20086, it delivered a gigantic cryogenic
system to CERN (Eurcpean
Organization for Nuclear Research) in
Genava, to supply liquid helium to the
superconductor magnets of the future
LHC particle accelerator, the largest in
the world. Air Liquide also takes part in
projects involving the transport of
electricity by superconductor cables,
notably in the United States.

Medical gases

In 2005, Air Liquide iaunched a research
program in the healthcare field on
rnedical gases and their therapeutic
applications. This program was
implemented throughaut 20086, along
three main tracks: anesthesia, pain relief
and aerosol therapy*. Moreover, Air
Liguide embarked on another research
program focused on evaluating the
socio-economic impact of homecare
and its therapeutic interest for both the
patient and the reimbursement
structures.

Energy and CO,

The energy issue is at the heart of a
wortdwide economic and political
clebate today. Among the problems
raised: fossil fuels will run out in the
foreseeable future and their combustion
generates a large amount of CO,,
greenhouse gases” whose emissions

Innovating for tomorrow

the Kycoto Protocol aims at reducing.
Air Liquide is involved in the issue of
CO, emission reduction and is taking
part in many projects designed o
capture this gas after combustion to
store it, for example, in deep geological
tayers. One of the major challenges is
producing efectricity from fossil fuels
without CO,. Two major approaches
have now emerged that call on large
quantities of oxygen.

- The first is precombustion; the fossil
fuel (coal, lignite, heavy oil products,
etc.) or in the longer run, the biomass,
is transformed into a mixture of
hydrogen and carbon monoxide
through gasification with oxygen.
Hydrogen is a clean fuel: its combustion
generates only energy and water. As for
the carbon monoxide, it can be easily
transformed into extra hydrogen and
COs,, which will subsequently be
captured.

— The second is oxycombustion:
combustion is done in a single step,

in an atmosphere containing only
oxygen and not air {oxygen + nitrogen)
as in traditional processes. The fumes
produced have a very high
concentration of CO», which facilitates
its recovery. So there are no longer any
CO, emissions in this electricity
production method.




What does Air Liquide's
oxycombustion research focus on?
As for electricity produced from coal,
as is the case in the United States,
Germany and China, for example, for
the last several years we've been in
partnership with a major American
boiler manufacturer, Babcock &
Wilcox. We are working on using
oxygen with special attention paid to
optimizing global energy efficiency
and ensuring the total safety of the
process. For gaseous and liquid fuels,
we have large oxycombustion pilot
units in our research centers. They
enable us to optimize the design of
oxygen burners, the recycling of
fumes and performances while
minimizing emissions.

Does the Group take part in
demonstration projects in this field?
Yes. Two that were launched in 2006
are especially important. SaskPower in
Canada chose us for its clean 300 MW
power plant that uses coal,
incorporating capture of the CO,
emitted. in France, our work with Total
to develop the oxycombusion of heavy
oil products, first undertaken in 2002,
has just reached a new level.

We will take part in

the implementation of our
oxycombustion technology in an
industrial boiler on the Total

de Lacq site in southwest France.

3

Denis Cieutat

Director of the Energy, Petroleum and Chemicals R&D program

What about CO, capture and
storage?

There are many research programs in
this area in which we take an active
part as experts in CO, use. In Europe,
the program is called Dynamis or ZEP

(Zero Emissions Fossil Fuel Power
Plants). In the United States, we are
partners in a CO, storage project
backed by the U.S. Department of
Energy.
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Key indicators

¢ > Since 2002, the Group has been collecting sustainable
development indicators. There are now nearly 100 of
them on a worldwide basis. Certain of them are
key indicators in each of the dimensions of the Group’s
sustainable development approach.

Adjusted basic earnings per share ) in euros
8

[

4

ommHEEEEEE?EE; {HARE 'g>

76 77 76 79 B0 B} B2 83 84 85 B6 87 B3 49 90 91 B2 93 94 95 96 97 98 99 00 O 02 W 04 05 06

{1} Adjusted to include bonus share issues.
{2) Data calculated over 30 years following accounting standards in effect.
These standards changed on January 1, 2005, and have heen applied to the 2004, 2005 and 2006 financial years.

Developing the potential of men and women

Percentage of women among engineers
and managers over 4 years

OBJECTIVE

31%

To raise the .rz;te of
wormen engineers
and managers hired to

29%

28%

in 2009.

40%
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Preserving life end the environment |

Number and rate of lost-time accidents Evolution in energy consumption
in the Group per m? of gas produced
in air separation units
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Innovating for tomorrow

Number of patents filed in the Group's
four main presence zones
Europe, United States, Japan, China
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from 2005 to 2009,
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in the Group’s main
zones of presence.
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a B % The complete list of indicators
is in the second part of the
Reference Document.
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Controlling energy costs, contributing
to greater safety In manufacturing,
improving product quality, reducing
effluents for cleaner processes are
major challenges for the Group's
customers. Air Liquide supports
them throughout the world,
proposing expertise, know-how
and innovation.

0)
45 Yo

of Gas and Services
revenue
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“Frescunce

Quality, productivity,
added value

In developed markets, which are the
base of our Industrial Merchant
business, we constantly work at
improving our offers to bring value to
our customers through innovative,
more reliable and more competitive
solutions. A targeted approach to
growing markets and our
customers’ needs resulted, in 2006,
in our strong growth in North
America and Japan. In Europe, in a
less dynamic context, we continued
to pool competencies to be more
reactive and provide personalized
solutions beyond our borders. In
20086, several European countries,
moreover, embarked on this
approach — adjusting their
organization - to strengthen the
Group's competitiveness.

Industrial Merchan

(: MM,Q&YL

Striking progress in
emerging economies

In 2006, we continued to record
strong growth rates in emerging
economies, in particular in China,
Latin America and Eastern Europe.

In these regions, we worked on local

projects with our major customers
and used these successes in our
Large Industries business as a
springboard: our contracts focused
on building large gas production
units that alsc permitted us to
supply the Industrial Merchant
market. Our growth in emerging
countries is the joint result of the
mobilization of local teams and the
support of the Group's international
competencies networks.

Growth dyngmic
7
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Meeting our
customers’ needs

Convinced that innovation is
meaningful only when it meets our
customers’ needs, in 2006, we
strengthened the links between our
marketing teams and our
researchers. Several research
programs were also launched in
partnership with our customers, an
additional guarantee of a perfect fit
with their needs and the rapidity of
growth. A good illustration of this
approach is the innovation solutions
rolled out, for example, in
photovoltaics, glass and surface
treatments for plastics.

7




Food and
pharmaceuticals

The same requirement
for quality and safety

These two sectors manufacture products that we
consume, to feed ourselves or care for ourselves.
Hence the particularty strict requirements for quality
and safety they are subject to. In many countries,
regulations impose product traceability throughout
the entire manufacturing chain.

In the food sector, there are two additional
constraints that require manufacturers to
continuously adapt their processes: rapid product
replacement and cost optimization. To meet food
manufacturers’ changing needs, Air Liguide
proposes, through the Aligal brand, solutions tailored
to each segment: dairy products, meat, fish and
seafood, pastries, drinks, etc. These solutions deal
primarily with controlling the cold chain, preserving
fresh and dry products and carbonating sparkling
beverages. They inctude gas supply, application
equipment and a major service section: traceability,
production parameter control, remote management

Industrial Merchant

and so on. In 2008, Aligal had several successes,
notably in Europe in the beverage sector and in
quick-freezing of ice creams and preccoked dishes.
Several products are being developed in Asia,
especially in China,

Air Liquide has taken a similar approach for its
pharmaceutical customers with the Phargalis offer.
In 2006, the Group launched the development of
new solutions for biotechnologies, a sector that
currently has the strongest growth in this industry.

AIR LIQUIDE IN SINGAPORE

New flavors and original
light textures: great chefs
are taking a real interest in
liquid nitrogen. Air Liquide
has created a specific
offer for these pioneers in
moiecular gastronomy:
Aligal Culin’Alr. The Group
has invited some of these
chefs to use their
creativity in this field in the
experimental kitchen of
the Group’s research
center, in the Paris area.
Objective: proposing
these recipes to the
general public and
studying their adaptation
to the food industry.

One more step in international pharmaceuticals

The new contract signed with a
major player in international
pharmaceuticals, for its brand-
new unit in Singapore, has been
a joint success. In late 2005,
when the team from SOXAL, the
Air Liquide subsidiary in
Singapore, learned about the
new plant of this important Air
Liquide customer, it contacted
the Group’s marketing
department in Paris. Air Liquide
was already successfully
supplying a similar unit in

Europe. The three teams worked
together and this cooperative
effort bore fruit: backed by a
thorough knowledge of the
European customer and the
proximity created with it, Air
Liguide was in a perfect position
to propose the best-adapted
solution to the Singapore site.
This success has strengthened
the Group's position in the
Singapore pharmmaceutical
sector, which should double its
business by 2014.
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Industrial Merchant

Automobiles and
manufacturing

An ever more efficient offer

The major trends that have been driving the
automotive market for the last few years
strengthened in 2006: reduction in polluting
emissions, increased safety, the growing role of
electronics, mare technical materials like polymers,
aluminum or high-strength steel. These are
promising growth vectors for gases through new
solutions designed by Air Liquide.

In the environmental sector, for example, gas makes
a contribution on several levels. For thermal
treatment of metal parts (transmission, injection)
ALNAT's pressurized nitrogen quenching solution
has been a thorough success: its advantages have
resulted in it replacing the traditiona! oi! quenching

process.

AIR LIQUIDE IN ROMANIA
Aker Yards chooses Air Liquide

As for argon, it is used in manufacturing silicon
carbide particle filters that equip a growing number
of diesel-powered vehicles in Europe. In the process
control and analysis field, the Group has also
developed a dedicated offer that uses high-
technology gas mixtures that meet vehicle emission
control standards {e.g., European standards Euro 4
and 57).

For welding-cutting processes in the car industry
and more generally in all assembly processes and
metal processing, Air Liquide designs innovative
solutions and develops technologies that use
robotization and lasers to increase welding speed
and quality. A new hybrid laser, combining the laser
with a traditional welding process, was launched in
2008, and has led to a first contract in Finland. This
offer strengthens and completes our LASAL solution
for laser applications. Air Liquide has also created
original, value-adding service offers to increase
welding productivity. One of them is Cap, based on
an innovative management system of welding
workshop indicators. It is currently in use in France
and Canada and its rollout is underway in the rest of
Europe.

The Braila and Tulcea
shipyards in Romania belong
to the Norwegian shipbuilder
Aker Yards, number one in
Europe and number four
worldwide in this sector.

On these two sites which
specialize in ferries, merchant
ships and offshores, the
priority is clear: improving
worker safety and
productivity. Air Liguide
proposed a global approach
to these two sites, based on a
preliminary diagnosis

conducted by the Group’s
European specialists. Aker
Yards was won over by the
relevance of the diagnosis and
the ensuing solutions,
particularly on training
personnel and completely
reconfiguring gas supply
methods. It turned over all its
welding gas supply and
services for the two shipyards
to Air Liquide. The Group will
also build an acetylene unit
and be totally responsible for
its management.
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Industrial Merchant

Faced with the gradual prohibition of lead, a toxic element
in welding operations, electronic assembly manufacturers

Q\\!Ai AN must find solutions to avoid oxidation risks that come

from using substitute alloys. In this context, the ALIX

N ALIX: less Iead, inerting with nitrogen solution proposed by Air Liquide is
more quallty encountering growing success, all the more so as it costs

less than traditional techniques while improving the quality
of the finished product. Several hundred ALIX applications
are already in use in Europe and the United States. This
solution is expanding rapidly in Eastern Europe and Asia,
notably in Thailand. In the U.S., ALIX received the
Technological Innovation prize from the jury of the APEX
electronic components show, held in California.

Traceability

A cylinder’s slightest movement...

Tracking miflions of cylinders is essential for Air Liguide,
not only in terms of gas sales or asset management,
but also to ensure quality and safety. This is particulary
trug in the food and pharmaceutical industries, which
are subject to strict traceability regulations. Successfully
experimented with Carbagas, the Group’s Swiss
subsidiary, SERVITRAX is an innovative system that
tracks individual cylinders. Using computerized reading
tools, it enables each cylinder's complete itinerary to be
recorded: filling, delivery, return, maintenance, etc.
Customers appreciate its benefits, especially more
detaited invoicing, a better follow-up of stock, more
specific knowledge on the cylinders’ consumption,
without of course forgetting conformity with legal
traceability requirements. SERVITRAX should be rolled
out in Europe in the very near future.

Technology and

research
Lighting the way

AlUX is a new Air Liquide offer dedicated to the lighting
market, or more precisely, to optoelectronics. This
booming field has three main sectors: the photovoltaic
industry mainty produces solar cells that transform light

intc energy; fiber optics transport information in the
form of light; and light-emitting diodes ~ LEDs — which
emit light from a weak electric curent. The ALUX range
of products and services, launched in 2008, is
strengthening the Group’s action in this market.

The photovoltaics industry is buoyed by the growing
interest in solar energy amost everywhere in the world.
Air Liquide, in line with its sustainable developrmeant
policy, is helping the surge in this cutting-edge
technology with, in this sector, strong growth in sales. In
2006, the Group had a great deal of success with solar
cell manufacturers, notably in Europe and Asia. In
Germany, the driving force in this fiekd, Air Liquide has
continued the momentum of its 2005 successes and
signed new contracts with key stakehclders in the solar
industry. Spain and France are among the countries
that contributed 1o these European successes. Asia is
alsoc banking on the solar sector: annual growth of
photovoltaic cell production is about 200% in China, a
country where Air Liquide won several contracts in
2006. In Taiwan, a number of contracts were signed
with major stakeholders in photovoltaics. The Group
has also strengthened its presence in the Philippines
with ALUX. In addition, it comes into play upstream in
the solar cell manufacturing chain, as can be seen by
the contracts signed worldwide that provide gas
solutions to manufacturers of solar quality polysilicon,
the foundation of photovoltaic cells,
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Industrial Merchant

Materials
and energies

A growing interest in gas solutions

Metallurgy, the glass industry, etc: customers’
expectations on energy cost reduction and respect
for ervironmental regulations are especially high in
these sectors. And there is frequently a gas solution
for these reguirements. For example, oxycombustion
processes that use pure oxygen or oxygen-enriched
air have many advantages: they drastically reduce
energy consumption, imprave furnace yields and

E,WN The reinforcement
of wastewater

ASPAL: cleaner water gischarge
standards, the
at |0WBI' cost growth of industrial
activity and the change in manufacturing processes
are factors likely to increase wastewater treatment
costs. To meet these challenges, ASPAL wastewater
treatment optimization solutions are becoming more
and more essential. In the United States in particular,
as the production capacity of a beverage plant had
greatly increased, the plant was no longer able to

treat its effluent. So Air Liquide installed TURBOXAL

increase plants’ capacity with a limited investment. A o ;
equipment to inject pure oxygen into the wastewater

Moreover, these processes have a very positive treatment unit. This solution enabled the customer to
impact on the environment: carbon dioxide and improve the quality of its effluent treatment while
nitrous oxide emissions are sizably decreased. In ralsing its capacity by 20% and reducing its costs by

maore than 30% a year without any additional

2008, the oxycombustion offer grew significantly in :
investments.

developed economics, notably with the signing of a

maijor contract for supplying a float glass furnace. But
emerging economies have entered the scene as well.
The increase in oil prices has also had a very positive
impact on all the oil and gas service companies’
activities as they are trying to increase well production
by using the fracking {or fracing) technique, an area in
which Air Liquide’s revenues are rapidly increasing.
When the wells start to run dry, an injection of
nitrogen or carbon dioxide at high pressure enables
| deep rock to be fissured so that additional volumes
: of hydrocarbons can be recovered. This activity is
| especially dynamic in Canada, the United States and
| Africa.

Anacther trend that is strengthening: a growing number
of customers no longer look for a quantity of gas to
be supplied, but focus on the quality of the finished
product. A good example is the contract signed with
Vallourec for its Haumont site, in the north of France.
The unit produces metal tubes, which undergo
modified atmosphere themrmal treatment to meet exact
specifications on surface quality and chemical
composition for the metal. Air Liquide won a seven-
year contract in 2006 in which it committed to the
finished quality of the tubes produced and not the
quantity or exact formulation of the gas mixture
injected into the furnace. It has also made a
commitment to supply the gas 24 hours a day, seven
days a week,

INNOVATION Cleaner, more efficient... and less expensive!

Flexible plastic food packaging is This is an expensive and harmful  this nitrogen plasma*-based
often multilayered and composed step for the environment because innovation is so great that the

of several elementary materials, it emits volatile organic films can even be printed with
including plastic films, that are compounds. Air Liquide has photopolymerizable inks that
assembled and printed. In developed a surface contain no organic solvent. The
traditional manufacturing functionalization process that first industrial units were installed
processes, a primary adhesive makes this operation in 2006 at customers in Germany.
layer is often applied on the films. unnecessary. The efficiency of
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Craftsmen
and distributors

A host of customers
in the heart of daily life

They are plumbers, mechanics, repairmen...
Craftsmen enter our daily lives in a thousand and
one ways and, quite often, use cylinder gas for
welding or metal cutting. They have very specific
expectations: they need versatile, practical and
reliable products that are not bulky and are easy to
transport whenever and wherever they travel. Air
Liguide constantly innovates to offer them cylinders
that fulfill these requirements. The top of the Minitop
cyiinder, launched two years ago for craftsmen, has
a valve with a built-in regulator and an ergonomic
cap. This innovation provides a higher safety level
and already equips over 50,000 cylinders in Europe,

N2 18 2 EREVAL Y

Industrial Merchant

with gradual expansion
internationally. As for Air Liquide's
small cylinder range (2.5 to 11
liters), it has continued to record
strong growth, notably thanks to
the success of the Rollerflam and
Oxyflam welding stations that
incorporate them.

Air Liquide constantly werks on
improving its products’ availability
so that they are always simply,
immediately and continuously
accessible. Craftsmen make up a
population of customers who are
both numerous and very scattered. And each
country has its own particular distribution network.
The Group gives each of them the means to
implement a distribution policy tailored to the local
market. Of note: the Air Liquide distribution networks
also propose, besides industrial gases for craftsmen,
a whole range of gases for specific applications,
notably in the food and diving sectors.

In 20086, the Group
taunched a new prod-
uct, Batloon Star, for
the general public in
France with an adver-
tising campaign on
television. Batlloon Star
is a product for filling
balloons with helium
that has a pump and
40 baltoons. The kit is
distributed in smalt and
mid-size outlets and
specialty stores.

Tell us about ALNET...

It's the name of our
independent distributor
network . These distributors

Di

rect
buy our melecules and fill
their own cylinders with
them. They then deliver the
cylinders to their customers,
for example, craftsmen. For
the last year, ALNET sales
have jumped and now
represent about half of our

cylinder gases and
distributor revenues.

Doesn’t ALNET compete
with your own “cylinder”
business?

No, it’s complementary.
Having a strong distribution
network lets us reach more

gas users. Traditionally,
independent distributors
have been very important in
the United States, especially
for geographic reasons.
Transporting cylinders over
very long distances isn’t
profitable and that’s why our
cylinder gas filling centers
are located where there is a
very high industrial
concentration. But there are
a lot of other users spread
out in this huge market!
They often prefer to deal
with local distributors, like
the ALNET distributors.

What is the secret of
ALNET's success?

First of all, it's our teams’
invelverment and energy.
They've examined each
distributor's profitability and
praduct lines. We've also
focused our efforts on
creating a coherent product
and service offer and
developed a strong image
that they appreciate. And it
works: many of them are
proud to say that they’re an
“Air Liquide distributor”.
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| arge Industries

Alr Liguide supplies refineries ano
major chemical, energy and metal
manufacturers with the gases required
for their processes. The Group
develops new gas and energy
solutions to improve their
productivity and to make their
production units more
environmentally friendly.

0

2 922 30 Yo
million euros | of Gas and Services
N revenue revenue
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“Fresence

Industrial basins and
the pipeline network

We are continuing to strengthen our
presence in targe industrial basins in
Western countries: signing new
contracts, creating additional gas
production units, extending the
pinefine network... A good example
of this strategy are two projects
launched in 2006. In the port of
Antwerp, in Belgium, we decided to
double the capacity of our hydrogen
production unit to meset
manufacturers' increased demand in
the largest chemical basin in Europe.
In the United States, the startup of
the hydrogen unit in Bayport, Texas,
doubled the capacity of the Group’s
pipeline network along the Gulf of
Mexico, the epicenter of refining and
petrochemicals in North America.
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Tovove Mou

Strong growth for
’ ) &/‘ hydrogen
Metals and
chemicals: the
winning duo for new
geographies

Refineries need large quantities of
hydrogen to remove sulfur from fuels
and the trend toward outsourcing
supply to industrial gas specialists
has been confirmed. The resull: we
are recording very strong growth in
our hydrogen sales, especially in the
United States and Europe. This
increase is also due in part to the
demand of the chemical industry,
which is also a heavy consumer not
only of hydrogen but of carbon
monoxide.

In countries with emerging
economies, the strong demand for
basic industrial goods is bolstering
the steel, metallurgy and chemical
sectors. The growth of the Chinese
economy, in particular, remains very
high. We are doing our utmost to
benefit from this trend: in 2006, we
had great success in China in steel as
well as in chemicals, We also
embarked on new projects in Eastern
Europe, notably in Bulgaria and
Romania, and consclidated our bases
in the Middle East. Latin America was
not forgotten as can be seen from the

major contracts signed in the steel g ?

sector in Argentina and Brazil,
-,




Hydrogen
Indispensable for removing sulfur
from fuels

Buoyed by new developments in the refining and
chemicals markets, Air Liquide continues to record
rapid growth in its hydrogen sales. They jumped
from 850 million euros in 2005 to over 830 million in
2006 and should exceed 1 billion in 2008. Demand
is increasingly particularly quickly from refineries
which use hydrogen to reduce the sulfur content in
fuels to conform te new environmental regulations
gradually being applied worldwide. Today, refineries
still produce about 80% of the hydrogen they use,
but the increase in needs is leading to a growing
number of them outsourcing this preduction. So
growth potential remains very high for Air Liquide.
In the United States, for example, the Group's
hydrogen revenues have doubled in the last two
years. In this country, 2006 was marked by two
major events: the startup of the hydrogen production
unit in Bayport, Texas, and the signing of an
important contract with a major player in refining in
California. The new hydrogen unit being built will
strengthen the Group's position in the San Francisco
basin and permit it to meet the future hydrogen
needs of the region’s manufacturers.

Once again in the clean fuel sector, in 2006, Air
Liquide also brought two large hydrogen units on line
in Europe: one in France, on the petrochemical
platform in the Marseilles area, and the other in ltaly,
in the Pirolo refining complex in Sicily.

Large Industries

AIR LIQUIDE IN THE UNITED STATES
Expansion of the hydrogen pipeline in Texas
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Large Industries

CHINA

An intense year

In 2006, Air Liguide won on all counts in Asian growth,
particularly in China where the economy continues to
race full speed ahead. The growth drivers in Large
Industries are chemicals and steel, with an increasingly
rmarked trend for manufacturers to outsource their gas
supply. The Group is focusing its development on
economic zones with high potential, notably in the
Beijing- Tianjin-Shandong regions in the north and
greater Shanghali in the east.

Air Liquide had two important successes in chemicals
in 2006, near Tianjin, with Tianjin Soda and LG Bohai,
for supplying air gases. Steei also grew very strongly
in Tianjin: Air Liquide signed two contracts for similar
700 tonnes/day air separation units with De Long Steel
and Zong Heng Steel. The two projects were

. | .1. L e .'a.mui

AIR LIQUIDE IN CHINA
Tianjin, a basin with high potential
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Located 120 kilometers southeast of
Beijing, thle Tianjin Zone is an lmpor‘tant !
economic development center in the |
country. Alril;iquid'e, whose first i
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successiully camied out with particularty tight deadlines
and in a very competitive context. These conditions are
becoming more common in China and have
encouraged the Group to show even more reactivity
and innovation in the conception of its offer.

Air Liquide has also developed its activity in the Caojing
chemical park, near Shanghai, through the SCIPIG
(50% Air Liguide, 50% Praxair) joint veniure. After
startup in 2005 of a hydrogen production unit to supply
major international customers via pipeline, Bayer chose
SCIPIG to supply air gases to its new plant, which
produces polymers, the basic molecule of plastics.
Among the Asian success stories is an important air
gas contract signed with Shell for its petrochemical
complex in Singapore.

l' "




The Middle East

New projects in the Gulf states

Many projects are being developed in the Middle East
to transform natural gas and petrofeumn into products
with high added value locally. In 2005, the first concrete
steps for Air Liquide were quickly in place in this part of
the world, notably through the creation of joint ventures
with local partners in Oman and Qatar to create gas
production units and launch pipeline networks. In
2008, ALSIG, the joint venture founded in Oman,
started to supply nitrogen via pipsline to the Sohar
basin refineries. In Qatar, the GASAL joint venture is
now building an air separation unit and is operating
ancther one that is supplying its first customer in the
Messaied basin with oxygen.

The year 2006 also marked Air Liquide’s arrival in
Kuwait: the Group signed a 20-year contract between
its subsidiary Shuaiba Oxygen, also a joint venture, and
the Equate Petrochemical Company. Shuaiba Oxygen
will supply oxygen, nitrogen and compressed air to
Equate’s new petrochemical site in Shuaiba. Equate
itself is a joint venture between Dow Chemical and
Kuwaiti partners. The air separation unit that will be
buitt to fulfill this contract will come on line in 2008.

Latin America

Dynamic markets

Latin America is ancther emerging economy zone
where Air Ligquide boosted its positions in 20086,
notably in the steel market. The Group made an
important breakthrough in Brazil: in the framework of
a consortium of which it is the leader, it signed an air
gases supply contract with CSA, ThyssenKrupp's
new subsidiary in this country. This contract will rmean
the construction of two plants, each with a 1,600
tonnes/day capacity. In Argentina, the Group
strengthened its partnership with Siderar. The Group
has also invested in a 750 tonnes/day air separation
unit in Trinidad and Tobago to meet the growing
demand of its customers, like Mittal, as well as to
supply Nu-lron, a Nuccor subsidiary.

Large Industries

AIR LIQUIDE IN ARGENTINA
Siderar: renewed confidence

Size of production units

medium
small R '
] it
‘?—. E
& &5
Air gases
= ' ’ »
300 t/d O, 2,000 t/d O, 4,000 t/d O,
300 to 600 /d N, 2,000 to 4,000 t/d N, 4,000 to 8,000 t/d N,
Hydrogen

T T h
20,000 Nm®h H, 40,000 Nm¥%hH, 100,000 Nm*h H,

Carbon monoxide

1 T h
5,000 Nm*h CO 10,000 Nm®/h CO 30,000 Nm?h CO

/d: tonnes per day - Nm’/h: cubic meters per hour
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Large Industries

Western Europe

Resounding successes
in chemicals

In 2006 in Western Europe, Air Liquide strengthened
its foothold in large chemical basins. It decided to
double the hydrogen production of its plant at the
BASF site near the port of Antwerp in Belgium. The
new unit will meet the growing needs of BASF and
other major chemical manufacturers in the Antwerp
and Rotterdam basins, the largest in Europe in
chemicals and petrochemicals. The existing
hydrogen unit is the Group's largest (100,000
m3/hour). Put on line in 2003, it has also been
producing carbeon monoxide since 2005.

Air Liquide won two major contracts in Estarreja, in
Portugal, with Dow Chemical and CUF, already
Group customers for hydrogen. Moreover, Dow
Chemical uses carbon monoxide. To supply these
two customers’ new projects, the Group will build a
new hydrogen and carbon monoxide production
unit, with increased capacity that will replace the
existing units.
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On May 14, 2008, more than 800 visitors were
welcomed at the Air Liquide Antwerp site in Belgium
during an “open door” operation organized in the
framewaork of the “Chernical Days”.

Ancther major success in the oil and natural gas
market in Western Europe is the startup of the
Sannazzarg air gas production unit in northern Italy.
It supplies an ENI petrochemicals group refinery for
gasifying petroleum residues.

Air Liquide also proposes particularty efficient energy
solutions to its customers based on the principle of
cogenerating electricity and steam, a fluid that
manufacturers use in very large quantities.
Cogeneration is 15 to 20% more energy efficient
than separate production techniques. In 20086, the
Group signed a contract with the electronics
manufacturer AMD to expand one of the two
cogeneration units on its Dresden site in Germany.
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Eastern Europe

Success in Bulgaria and Romania

At the start of 2007, Bulgaria and Romania joined
the European Union. Air Liquide fits in perfectly with
this political and economic expansion: in 2006, the
Group continued to move forward in Central and
Eastern Europe, profiting from the strong industrial
growth potential in the region's countries. It
strengthened its presence in Bulgaria with two major
contracts for air gas sales. The first was a 15-year
contract with Cumerio Med JSCo to supply its
copper production plant in Pirdop, east of Sofia. The
corresponding air separation unit went on line in
autumn 2006. The second contract was signed with
Stomana, a Bulgarian subsidiary of the Greek group
Sidenor, with which Air Liquide has developed a
long-term relationship. The contract is to supply air
gases to the Pernik steel site, near Scphia.

The Group has also taken a stronger foothald in
Romania, where it has begun to supply the new
Saint-Gobain flat glass factory in Cafarasi with
nitrogen and hydrogen.,

booming in all sectors,
particularly steel. The large
number of infrastructure
projects and the production
of cars and household
appliances are stimulating
the demand for high-guality
steel whose manufacture
requires large quantities of
oxygen, nitrogen and
hydrogen. | also keep a very
close watch on contracts in
progress because new
opportunities often spring up
with customers who enlarge
or modify their facilities.

Can you tell us about the
scope of your
responsibilities?

My objective is to bring in
new long-term gas contracts.
The Polish economy is

i

Large Industries

Com e l-rl g ..‘l, R

INTERVIEW WITH Pawel Leszczynski

Development Manager, Large Industries — Poland

You recently took partina
training program...

In 20086, | participated, with
other colleagues from around
the world, in a training
program specially designed
for Large Industries
development managers. For
six intensive weeks, different
Group specialists instructed
us in methods to better
define our customers’ needs
and technologies. We also
deepened our knowledge on
gases and Air Liquide
applications through visits to

Group and customer sites.
Another key aspect of the
training: how to better
answer bids for tender.

What did you get out of it?
This program helped me to
better organize my thinking.

| am more structured in how

| approach potential
customers. | understand their
technology better and | know
more about the Group's offer.
With these new skills, my
proposals have a better
chance of succeeding.
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Supporting our customers with new technologies




—lectronics

Computers, flat screens, digital music
players, cell phones... Chips are
everywhere in our daily life. Air Liquide
strongly supports its Electronics
customers throughout the world with
cutting-edge technologies and very
high value-adding services.

0 X

864 9 Yo
million euros of Gas and Services
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| Strengthening
partnerships with our
key customers

We are continuing our strategy, in
the electronics field, of deepening
our refationships with our major
customers, who are at the heart of
our activity. We keep in step with
their growth on their existing sites
but also in new gecgraphic
territories.

The strengthening of our partnership
with Hynix is an exceltent example:
in 2006, we won a new contract for
its Icheon site in South Korea,
closely following our success in
2005 in Wuxi in China.
STMicroelectronics, Toshiba, AMD
and Micron have also renewed their
confidence in us with new contracts
all over the globe.

Flectronics
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New customers,
new territories

Apart from the strong links we have
built over the years with major
names in electronics, our ambition
is to constantly win new customers.
This happened in 2006 with Intel,
Micron's partner in a flash memory
project in the United States. We
were chosen to supply ultra-high
purity gases for a new unit.
Conguest also means rolling out
certain activities in new territories:
in 2006, we decided to set up an
equipment production plant in
Taiwan to be more reactive to the
demand in Asia.

IC

Luwove oy

On the cutting edge
of technology and
service

Electrenics is a field where
innovation is king. It is an integral
part of our daily life. So in addition to
ultra-pure gases, we offer our
customers new molecules adapted
to the laiest chip manufacturing
technologies: this is the ALOHA
offer, which took off in 2006,
exceeding our sales objectives.
Innovation also means knowing how
0 remodel your offer to tailor it to
the customers' needs, which we did
with Jumbo, a solution designed for
large specialty gas consumers. It
has been a resounding success.
innovation is also a key element in
services: the joint venture created
with Toshiba Nano Analysis in Japan
is an additional step in this direction.

7




New molecules

The ALOHA offer keeps
its promises

The race to miniaturize chips is stronger than ever:
there are now more than 1 billion transistors in a chip
and this number should be mutltiplied tenfold by
2010. This feat is made possibie by the implementa-
tion of new manufacturing technologies that use new
equipment and innovative molecules. Air Liguide is
a major stakeholder in this evolution alongside inter-
national semiconductor manufacturers and equip-
ment makers. The Group currently offers its
customers the latest generation molecules - called
advanced precursors” — custom-designed for their
new processes. Sales of this high-technology offer,
which combines molecules and implementation
equipment, launched in 2005 under the ALOHA
brand, exploded in 2006, and more than doubled in
a year. At the same time, Air Liquide has continued
to file patents on new molecules at a brisk pace. A
dozen of them are currently in the advanced test
phase at major equipment manufacturers.

Flectronics

To support this offer’s international rollout, Air Liquide
has opened dedicated centers, the ALOHA Centers,
that combine molecule production, analysis and fill-
ing. Besides the pilot site in Dallas, Texas, two other
centers were launched in 2006: in Fremont, in Silicon
Valley in the United States, and in Chalon-sur-Sabne
in France. A third center is scheduled to come on
line in 2007 in Japan.

Once again in the framework of the ALOHA offer, the
Group is working in partnership with research insti-
tutes such as the CEA-LET], in Grenoble, France,
which is one of the largest European applied
research laboratories in the microelectronics field.
The projects being carried out with the CEA-LETI
involve new insulators designed for the chips of
tomorrow.

o

’b
INNOVATION

Code name:
SAM.24

-e
?

This molecule with its elegant profile is one of the new stars in
the ALOHA range. its code name is SAM.24. Its specialty?
Depositing ultra-thin layers of silicon dioxide (5i05) at low
temperature, a critical technology for making transistors of
45 and 32 nanometers {(a millionth of a millimeter). Developed
by Air Liquide R&D and protected by a patent, it makes it
possible to obtain very high-purity films. After consultation
with over 1,000 people working in the semiconductor field,
SAM.24 received the Enabling Materials prize, which rewards
particularly innovative new material in electronics, from
EuroAsia Semiconductor magazine. This prize was awarded
in July 2006 at the Semicon West fair in San Francisco, in the
United States, the most important international gathering in
the semiconductor industry. SAM.24 is currentiy in the
evaluation phase at various equipment manufacturers and
several fabs.
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Electronics

Specialty gases

Jumbo meets the needs of large
consumers

To more efficiently meet the
strong rise in demand for
specialty gases™ and win
more value in this market, Air
Liquide has centralized its
purchasing policy, reviewed
its offer and reorganized the
logistic chain. Traditional
delivery in cylinders is, in fact,
no longer appropriate for fabs
that consurme large quantities
of specialty gases, particularly
those that manufacture flat
screens. So Air Liquide developed the Jumbo offer,
which includes supplying gases in isocontainers of
several tonnes, on-site implementation facilities and
a large number of services providing safety and reli-
ability right up to when the gas is used. Launched in

INTERVIEW WITH Hitomi Ishiguro

International purchasing manager, specialty gases for Electronics — Taiwan

2005, this range became a worldwide success in
2006, especially in Taiwan where leaders in electron-
ics and flat screens such as AUO, CMO, ProMos
and Winbond have chosan this solution, as well as in
China, South Korea, Japan, Singapore, the United
States and France. STMicroelectronics, the Group’s
first customer to adopt Jumbo, has already imple-
mented it on three sites in Singapore and France.
The Jumbo offer primarily provides silane and nitro-
gen trifluoride and should be expanding to other
specialty gases like ammonia soon.

As for the logistics of specialty gases, the ramping
up of filing and/or treatment centers, the Electronic
Material Centers, gives the Group increased control
over the quality and availahility of gases in cylinders
or containers. There are now seven of these centers,
five in Asgia, one in the United States and one in
Europe.

X8

Why a worldwide approach
for specialty gas
purchases?

The electronics market is
international and our
customers are global players
that demand identical
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specifications for the gases
we deliver to their production
units, whatever the country.
Centralizing our specialty gas
purchases gives us a lot
more weight in our suppliers’
eyes, so that we can
guarantee the lowest
possible prices for our
customers while meeting
safety requirements. As most
of the specialty gases come
from Asia, the Air Liquide
team that handles these
purchases is based in
Taiwan. it manages a
portfolio of over 70
molecules with at least three
suppliers for each of them.

How are specialty gases
different from other
markets?

Specialty gases are used in
the very heart of
semiconductor or fiat screen
manufacturing processes.
These booming industries
have extremely high
requirements on purity and
supply reliability that go hand
in hand with the cngoing
search for cost reduction, in

accordance with Moore’s law.

What innovations have you
introduced?

We are constantly looking for
new sources of specialty

gases. S0 we recently
broadened our range of
suppliers by including new
competitive sources that
come for example from
South Korea, China or
Russia. We have set up a
management program for our
suppliers, along with regular
audits, and we stay in very
close touch with them,
particularly by following up
their production data. All
these operations have helped
us to considerably improve
the results of our latest
negotiations.



Equipment
and sites

2006: a vintage year

The large electronics companies made major
investments in 2008, either to increase capacity in
their existing units or 1o create new ones, generally
by making a technotogical leap, for example, going
from 200mm to 300mm-diameter wafers. For Air
Liquide, this meant many successful sales of
equipment and ultra-pure gas and liquid chermical
distribution facilities. To better meet the extremely
strong increase in demand in Asia and to be nearer

Electronics

INNOVATION
JAG innovates in recycling

Thanks to an innovative process developed by Japan Air Gases,
xenon can now be recovered as it leaves the fab*, recycled then
reused. This solution is particularly interesting given that this rare
gas~, found in air at a concentration of under 1/10,000,000, is
costly to produce in quantity, which can only be done in large gas
separation units. The system JAG created does not entait any
process modification or extra cost for the customer. Once it is
captured and purified on a JAG site, the recycled xenon is then
made availabie to customers with the same purity level as that of
the original gas.

its customers, Air Liquide decided, in 2008, to set
up an equipment manufacturing unit in the Taichung
electronics basin in Taiwan. This new ALES (Air
Liquide Electronics Systems) site will bolster the
Group’s reactivity in this area of northeast Asia where
the averwhalming majority of semiconductor and flat
screen production plants are located and 80% of all
investments will be made in the next 10 years.
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Electronics

Ergonomic, practical, a
global phenomenon... In five
years, pocket-sized digital
music players have invaded
our world. About 140 million
were sold worldwide in 2005,
a figure that should double
by 2010. At the core of these
technological gems are very
special semiconductors,
NAND flash memories. The
explosion of the digital music
player market has brought
about a very strong demand
for these memories and the
ultra-high purity gases
needed to make them. In
early 2006, the two semicon-
ducter giants Micron and
Intel created a joint venture
(IMFT) totally dedicated to
NAND memories. Air Liquide
geared up to meet this man-
ufacturer’s, and more gener-
ally this market’s, growing
needs with a complete
eqguipment and service offer.

AIR LIQUIDE IN JAPAN
Going further in service

In Japan in 20086, Japan Air
Gases seized an
opportunity to broaden its
service offer through the
creation of a partnership
with Toshiba Corporation.
JAG bought 51% of TNA
(Toshiba Nano-Analysis), a
Toshiba unit specialized in
the analysis and evaluation
of materials for electronics
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Service

More than 800 Air Liquide people
at the fabs

Proximity to the customer has real meaning for the
Air Liquide Electronics teams: more than a third of
the employees, about 800 people, are totally
integrated into the customers’ teams around the
world. They handle the complete management of
uttra-pure fluids in the fabs {Total Gas and Chemicals
Managerment} and provide many complementary
services, notably in analytica! expertise. The service
offer is continuously expanding. In 2006, new
TGCM* contracts were signed with AMD in Cresden,
Germany, and with Micron in Lehi, Utah, in the
United States.

The Fabnet information system developed by Air
Liquide to contral, in real time, the supply chain for all
products entering the fab, was adopted by
STMicroelectronics and rolled out in five of its sites
worldwide in 2006. This highly technical solution is
a very efficient reporting tool for the customer, who
has access to all the data via intranet and Internet
portals.

|
and other advanced
industries. These sectors
have very strong growth
and high-technology
service requirements in
common. The new TNA's
goal is to become a
leading ptayer in its field,
in Japan and in the other
Asian markets.



Electronics

A universe in motion

New projects everywhere
in the world

Air Liquide clearly profited from the dynamism of the  to operate them at higher frequencies. Air Liquide,
international electronics industry in 2006. It signed a  which supplies the Soitec site near Grenoble, France,
large number of carrier gas* contracts throughout the  was chosen to provide ultra-pure gases to its future
world. The Group notably strengthened its partnership  production unit in Singapore, the first in Asia.

with Hynix in South Korea, number two worldwide in
memories. Air Liquide signed a 10-year agreement to
supptly ultra-high purity nitrogen to its new 300 mm fab
in Icheon, South Korea. A few months earlier, it had
started up the ultra-pure carrier gas unit that supplies
the Hynix-STMicroelectronics joint venture site in Wuxi,
China. Air Liquide is also Hynix's supplier for its other
South Korean fabs in Chungju and its unit in Eugene,
Oregon, in the United States. In Europe, AMD selected
the Group to supply its latest generation fab (fab 38) in
Dresden, Gemany, with carrier gases.

Air Liquide also supports young innovative companies
that are rapidly expanding. One example is Soitec, a
French startup. This firm has developed a silicon wafer
manufacturing technology that improves the wafers’
electrical properties and enables chip manufacturers

These two photos were taken barely 17 months apart. A
record time for building the two twin fabs of the Hynix-
STMicroelectronics joint venture in Wuxi, near Shanghai,
in China. Air Liquide was selected as its partner to supply
ultra-high purity gases. At the inauguration on April 28,
2005, Hynix-STMicroelectronics announced its plan to
double the site’s capacity in a very short time (six
menths). This is a perfect illustration of the speed at
which the electronics world in Asia changes. Air Liquide
has taken up the challenge and is bringing everything into
play to meet this demand for speed and reactivity.

World Class Supplier
2005

e’ i - In September 2006,

Air Liquide received

Achli’evemen;l-\ward the 2005 trophy for
resented to . performance, the
,———] . “World Class
. AIR LIGUIDE B
i - . Supplier

{ Achievement

. Award”, from AMD
in recognition of the
. outstanding quality
of its service and
reactivity.
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From the hospital to the home, at your side day after day




—lealtncare

Air Liquide, a specialist in medical
gases and respiratory treatments In
both the hospital and the home,
develops new therapeutic
applications, gases and services.

lts teams work hard to strengthen
its position as a major player in the
healthcare sector.

0
1 47 8 1 6 Yo
million euros of Gas and Services
revenue revenue
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Growth in market
shares and efficiency

In the countries where we are
already present, in particular in
Europe, we are continuing our
strategy of strengthening our
positions. The acquisitions carried
out in 2006 in healthcare in
Germany and hygiene in ltaly are
good examples. We have also
modified cur organizations in several
countries (Canada, Italy, etc.)

to increase efficiency in managing
the administration of patients’ files.
This area is growing rapidly in all
healthcare sectors and notably in
homecare. And once again in the
area of efficiency, we have started to
roll out a European computer
systemn dedicated to homecare.

Healthcare

Contesil

New territories

Even if we are the leader in
healthcare in Europe, there are still
sectors in which we can grow. In
homecare, for example, we made
our first acquisition in Sweden in
2006 and we started up an activity
in Poland. Asia is one of the big
markets of the future: we opened an
office, in Shanghai, in China, and we
are working with the Chinese
medication agency on registering
several meclical gases. There has
also been good growth in Latin
America: our revenue is increasing
nicely on the continent and the
opening of offices for our hygiene
and medical equipment businesses
will bolster this dynamism.

Growth dynamic
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Luwove y‘ U
Therapeutic gases
and new services

Launched in 2001, our strategy for
developing therapeutic gases has
now taken root: three new medical
gases are being marketed in several
European countries and are being
gradually rolled out continent-wide.
A fourth should be launched in
2007. We are also innovating in
service, for example, by exploring
new opportunities such as home
hospitalization or offering state-of-
the-art solutions for preserving
biological tissues through
cryoconservation. These advances
in the medical gases and services
sector go hand in hand with the
development of innovative medical
equipment to administer these
gases. One example is Félix Dual, a
new device that dispenses xenon
and nitrous oxide for anesthesia.

7"




Medical gases
Ramping up
of therapeutic gases

Medical gases are everywhere in the hospital from the
operating room to the patient ward, from the
emergency room to the resuscitation room. They are
indispensable for fighting respiratory aillments, relieving
pain, administering an anesthetic or operating. In a
growing number of countries, they have the status of
a medication, which means Air Liquide's medical gas
subsidiaries are in fact pharmaceutical laboratories
subject to the same quality, purity and traceability
requirements. Apart from oxygen and nitrous oxide,
found everywhere, Air Liquide has been developing
new therapeutic applications for the last few years.
Three new gasecus medications were launched in five
years. Kalinox {an analgesic), marketed in France
since 2001, made its début on the Spanish market in
2006. It has had excellent performances in these two
countries. For Kinox (pulmonary arterial hypertension),

Healthcare

sold in France since 2002, marketing authorization
has been requested for Europe. The last launch to
date: medical xenon, a powerful anesthetic gas,
marketed in Germany in 2005. it should also grow
quickly on an international scale. To support this
strategy of expanding therapeutic gases, Air Liquide is
building a dedicated production center in Antwerp,
Belgium, that should be on ling in 2007. The Group is
also developing new adapted equipment through its
subsidiary Taema and is carrying out research on new
generation therapeutic gases.

Along with supplying medical gases, Air Liquide
provides hospitals with a host of services to guarantee
that its gases are always available. It manages all the
¢ylinders and maintains installations. Caregivers are
also provided with training. Lastly, thanks to its
expertise in medical gas networks, it plays an
important role in hospital construction sites (for
example, in the framework of the 2007 hospital plan in
France).

AR LIQUIDE IN SPAIN
Kalinox is successfully launched

Attegfrancelinf2001N relievesipainjcausedloy]
fixembourglint20024and|
Belgiumlinf200aYKalinoxd Stichlasliumbagpunctiresy
receivedimarket sutliresSburnltreatimentsy
atthorizationlinfSpain inzhospitalldentalfcareYetcy
wherelifwasigivenfany lisfeffectfsiops;
entblsiastichwelcomelin immediatelyfatteifis]
thelmedicallcommunitys adinisterediandmayjoe]
Bylthelendfof}2006%al Usedifordverylvoung|
dozenllargelhespitalsihad childrenfasiwelifastadtiltsy
alreadylreferenced]its Hencelthelsticcesslijhas)
Kalinodisfanfanalgesic encountered¥especiallylii
gaseouslmedicationithal
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Healthcare

Business was strong in 2008, especially in emerging
countries. The Extend resuscitation device, for
example, recorded good performances in India and

The Lagoon vacuum regulator, . . .
developed by Tasma, received China. Taema also openeg al sa.les office in Hus§|a
the 2008 “Janus de la Santé” and Brazil. in the latter, Air Liquide won two major
from the French Institute of contracts with a group of private hospitals to supply
Ef:’“f’"' Th:‘g"ze rmvarlgzme 70 intensive care respirators. The new Sad Paolo
iclency and ergonom ) L . .

this produict, which was just <, office increases proximity with Latin America cus-
launched in France and will be tomers.

exported worldwide in the very Medical gas administering equipment also benefited

near future.

in 2006 from the construction of a large number of
hospitals in the developed countries.

Medical equipment
Opening new territories

Cryoconservation

The Group's healthcare offer also includes an equip- Goin g further in service

ment segment run by its subsidiaries Taema and
Markos Mefar, They develop and market medical
gas distribution systems as well as anesthesia,
resuscitation, ventilation and aerosol therapy* equip-
ment. Taema and Markos Mefar have been working
in the same medical equipment business unit since
2006 to develop synergigs, commercial in particular.

Blood cells and biological tissues to be used at a
later time for therapeutic, diagnostic or research pur-
poses are preserved at very low temperatures
through cryoconservation® using liquid nitrogen. Air
Liquide designs and manages cryoconservation
rooms in several European countries and signed its
first contract in the United States in 2006. The
Cryosmart information system, created by the Group
to run these rooms, received recognition at the Air
Liquide 2006 Innovation Day awards.

Operacién@Sonrisa
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Hygiene
A constant concern

. P P
Hygiene-has become a top priority for hospitals faced
with the pretilem of nosocomial illnesses and the
increase in resistance to antibiotics. The appearance
in recent years of worldwide epidemics such as
SARS or avian flu has heightened this concern. The
principal means of pravention is strict hygiene for
hands, surfaces and the ambient air. To carry this out,
hospitals have implemented draconian measures.
The leader in hospital disinfection in France, Air
Liquide offers a complete range of disinfection prod-
ucts through its subsidiaries Anios and Schilke&Mayr,
Both had excellent performances in 2006 in Europe
as well as internationally. Hydro-alcoholic solutions for
disinfecting hands were particularly successful. To
manage the boom in the hygiene market, Anios built
a new plant near Lille, in France, which went on line in

INTERVIEW WITH Andrea Docekal

h Manager of the Export Department of Schiilke&Mayr - Vienna (Austria)

Healthcare

late 2006. This plant will enable it to double its current
production capacity. Another high point for Anios in
2006: the acquisition of the Italian cornpany Farmec,
the leader in its country of the hospital hygiene prod-
ucts rmarket.

Stenlizing surgical instruments is ancther way of fight-
ing nocosomial infections and a certain number of
hospitals have decided to outsource this operation.
Air Liquide offers this service through its subsidiary
Omasa,

Air Liquide is just as vigilant about hygiene for its own
homecare activity. All equipment returned from the
patients’ homes is rigorously cleaned and disinfected
by a process developed with Anios and
Schilke&Mayr. Once it is disinfected, each piece of
equipment is checked and wrapped in airtight film to
prevent any risk of contamination. These measures
guarantee maximum protection for the next patient
as well as for Air Liquide personnel.

enormous cultural and

sector?

Europe and growth

Where are the growth
opportunities in your

We cover 24 countries in
Eastern Europe and the
Middle East. We hold a good
market share in Eastern

forecasts are excellent,
particularly in the dental area
and for our range of
Cctenisept antiseptics. The
outlock is just as good in
Turkey and the Middle East:
Syria, Lebanon, tran, Saudi
Arabia and the Persian Guif
states. These markets have
a high potential and the
hospitals are frequently very
well equipped, but have real
needs in hygiene products,
services and training.

What are the challenges in
these countries?

Each country has its own
systems and standards or
deficiencies. And we mustn't
forget that there are

political differences. You
need a lot of energy and
time, two years on average,
to penetrate a country. It's
easy to get a foothold but
just as easy to lose one if
you take a false step! It's
vital to have a trusted local
partner for support: it
facilitates our movements,
hospital access and
relations with the medical
teams so that we can see

how things work in the field.

This helps us to design
complete and adapted
hygiene solutions.

What do you like about
your work?

After 10 years, | still find it as
exciting as ever... A single
day doesn't go by without a
new opportunity. The
potential is so great that we
have to use our resources
salectively. But when you
start to see a return on your
investment, like in lran or
Syria where we are in five
hospitals and are moving
toward consulting and
training in hygiene, it's
extremely rewarding for me
and my team.
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Healthcare

Homecare

New positions in Europe

Through its homecare activity, which celebrated its
20th anniversary in 2006, Air Liquide supports over
300,000 patients treated at home primarily for res-
piratory ailments, sleep apnea or diabetes. This fig-
ure has increased fivefold in 10 years and will
continue to ¢limb in the future. Homecare is steadily
becoming more commonplace in developed coun-
tries because it is less expensive for the state than
hospitalization and allows the patient to be treated
in more comfortable surroundings. So healthcare
systems are gradually moving toward better cover-
age of homecare.

Most of Air Liquide's services are provided through
the VitalAire, Orkyn' and Medicasa brands. These
include supplying oxygen and the related equipment
for respiratory assistance {oxygen therapy®, ventila-
tion, aerosol therapy™, etc.) or the treatment of sleep
apnea. Air Liquide also provides insulin pumps for
diabetics and is broadening its oifer to ambulatory
perfusion and enteral nutrition®. The service end is
especially important: quick intervention, 24/24 emer-
gency service, managing administrative files, train-

ing the patient and his family, working with medical
and paramedical personnel and reimbursement
structures.

In this dynamic market, which benefits from the
evolution of the age demographic, Air Liguide contin-
ued its growth strategy in 2006, particularly in
Europe, where it is the leader. In Germany, where
homecare is booming, the Group strengthened its
position by buying the Nord Service Projects (NSP}
company, near Hamburg, closely following two 2005
acquisitions (Rubel, Zuther & Hautman). It was also
buoyed in the Swedish market by the purchase of
the Aiolos Medical company in Karlstad, west of
Stockholm, The Group is looking to Eastern Europe:
it started up a homecare activity in Poland, in the
Warsaw area.

Air Ligquide has continued its homecare development
in Japan, notably by acquiring the Toray Medical
company in 2005,

HOMES

service of
homecare

Mobile information
technology at the

Homestistalmabiieldatalexchangelloolithatfimproves]
AidifiquidelsihomecarelsenviceletficiencyRinistmial
computegterminallisidesigneditogtielGroup;s!
techniciansYmedicaltiechnicallcofinselorsfand
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idincreasestthelspeedfandlreliabiitylafitechnical
informationliransmissicn¥Apariiremlredicinglerrcrs!
byleliminatinglhandwrittenlinstouctionsYbiomeslgives!
themfaccesslinlrealltimeltolalllcetevanifinformationlod
thelpatientsfconditionfogtreatment¥ifalsolenables)
falcertainldegzeeloffstandardizationSodexampicyin
medicalleguipmenmaintenancesioitbelendRthis)
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Healthcare

TRAINING

Partnership
with the
French Red
Cross

Asitibelbiomecarelprofessionlislielativelfrecenttherelaretstillnelspecificttraininglprograms)
inferancelintthisliield¥Awarelofthislvacuim¥@rkyngtcordthelintiativelinf2oooloylcreatingleal
laininglprogramlwithtbelarenchlBedlerossliclorantalmedicalsiechnicallcotinselogaiplomal
fihelisolhoursiofitraininglspreadlovedislmonthsliocusiontskillsfinfcommunicationy
counselinglandlevaluationlefthelpatientisigloballenviconmentiRegilatory¥econemicland;
publiclbealthlissuestarelalscldealfwithhistaiplomaYonlitsiwayliolbeinglprotessionally,
centified¥shouldlbeliecognizedlbylinelstatelinlinelvervineadiitureYidwilfbelt helfirstotficial
diplomalinlheaithcarelin]arancey

An increasingly demanding
profession

The growth in homecare goes hand in hand with an
increased demand for the professionalization of
those who work in the sector. In many countries,
healthcare authorities are gradually setting up
a regulatory framework that spells out the
qualifications required for the various professionals
in the field. Canada is at the forefront as diplomas
have been granted for the different technclogy and
service professions in homecare for many years.
Germany requires a specific qualification and
knowledge leve! for ventilation administered in the
home. Since 2006, in France, homecare services for
the treatment of diabetics must be carried out by
medical personnel who are at least equivalent to
nurses. Air Liquide is playing a pioneering role in
qualification: it has set up a training program with the
French Red Cross.

Home hospitalization is another trend that is
emerging in several European countries, and is
starting to attract private operators. Until now, this
service was only provided by the hospital and the
patient was monitored at home by a medical team
from the hospital. Air Liguide is now involved in
experiments in outsourcing this service in Spain and
Italy. This market should develop in the coming
years.

{Snipia) VitalAire
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Handling information circulation

Monitoring patients at home involves several partic-
ipants: prescribing physicians, Air Liquide teams,
healthcare organizations, etc. Information circulation
and processing are vital to the quality of the service.
And to meet this need, VitalAire has developed a
new tool in France for prescribers: VitalWeb. This
computerized systern provides them with access to
technical data collected by Air Liquide to monitor
their patients: eguipment parameters, maintenance
reports, patient acherence to the treatment, etc. So
physicians can consult their patient's file at any time,
especially during a visit. This service fulfitls a real
need for the medical profession.

Safety is a priority in
homecare as it is in all the
Group's activities.
Considerable progress
has been made in the last
few years. Everywhere in

. the world, awareness
| campaigns bring home

the following message:
“Take as good care of
yourself as you would
your patients”. Example:
this poster distributed in

, Japan.
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Related activities

The technological know-how Air Liguide
has developed in the gas business
takes concrete form in complementary
activities: engineering, sophisticated
cryogenic systems, the aerospace
sector, the fuel cell, welding, diving,
specialty chemicals, etc. All of them
use cutting-edge expertise.

million euros
revenue
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Related activities

Aeronautics and
space

From airplanes to the Ariane rocket

Air Liguide has been involved
in the European space
adveniure since its very
beginnings over 40 years
ago. Several of the Group’s
units take an active part in it.
In French Guiana, a structure
is dedicated to the European
Ariane 5 launch pad in
Kourou, supplying all the
related gases and services.
The Cryospace subsidiary
(55% Air Ligquide, 45%
Astrium) in Les Mureaux in
the Paris area, designs,
develops and manufactures
the oxygen tanks for the
launcher's main stage, which
contain nearly 160 tonnes of
liquid hydrogen and oxygen.
The Group’s Advanced
Technologies Division, loca-
ted near Grenoble in France,
builds oxygen tanks for the
cryogenic upper stage of the new, more powerful
Ariang 5CA launcher, which became operational in
2006.

Air Liquide has developed cutting-edge expertise in
aeronautics, put to use in onboard oxygen (OBOGS)
and nitrogen (OBIGGS) production systems. The
OBIGGS generators, based on membrane” technol-
ogy, are used for fuel tank inerting. They have gar-
nered one success after another with several
contracts signed in 20086, in particular in Spain, Italy
and India. Airbus proposes the OBOGS oxygen gen-
erator, which is based on adsorption* technologies,
to airline companies to supply oxygen masks for the
A380.
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Specialty chemicals

An activity driven by cosmetics and
pharmaceuticals

Air Liquide's subsidiary SEPPIC designs and manu-
factures surfactants® for the cosmetics and phanma-
ceutical sectors and for special industrial
applications. It is one of the international leaders in
this field and has had solid growth, particutarly in
cosmetic ingredients and animal vaccine adjuvants.
Driven by the strong demand in these adjuvants in
Asia, SEPPIC built a production unit in Shanghai,
which will go on fline in 2007.

In 2006, the Castres site in the south of France fin-
ished its revamp, started in 2003, to lower the risk
level as it is now surrounded by residential areas.
Fthylene oxide and propylene oxide-based produc-
tion was transferred to a new unit in the heart of the
Antwerp petrochemical complex in Belgium. The
Castres site now focuses on production that uses
renewable raw materials of natural origin {primarily
glucose). This ambitious project, executed in close
coaperation with local partners, is an outstanding
example of Air Liquide’s interest in better protecting
the environment.

Cryogenics
Very low temperatures
to serve science

Air Liquide, through its Advanced Technologies Division,
is a recognized specialist in extreme cold, and its
researchers carry out ever more specialized work in the
knowledge of matter, as one example. The cryogenic
solutions they develop, using helium, hydrogen or nitro-
gen in particular, are implemented in many scientific and
technical fields. The encrmous liquid helium distribution
system delivered to CERN" in Geneva at the end of
2006, is unique in the world. It represents a new step in
particle physics and will move research on the origin of
the universe forward. Very low temperature cryogenic
applications are also widespread in the aerospace sec-
tor. The Group designed and built the cooling systems

N e




for the onboard infrared detectors in the European
Herschel and Planck space observation satellites, to be
launched in 2007. It also built the cryogenic core of the
MELFI refrigerator, which has been functioning on the
International Space Station since 2006 and is used to
preserve biological samples.

Hydrogen energy
and the fuel cell’

An approach focused
on sustainable development

For the last several years, Air Liquide has used its
hydrogen know-how to search for clean energy solu-
tions based on the fuel cell, an operation that fits in
perfectly with its sustainable development approach.
It takes part in many projects on transportation in
Europe and North America, hydrogen storage, vehi-
cle fuel supply (service stations) and the fuel cell.
With its subsidiary Axane, specialized in the fuel cell,
Air Liquide is the leader of the European Hychain-
Minitrans project, which is testing, in real-life situa-
tions in four regions in Europe, 158 vehicles that run
on hydrogen.

Related activities

A difficult challenge

Jeffrey N. Williams, the NASA astronaut, puts biological
samples into the MELFI cryogenic refrigerator. On July 4,
2006, MELFI went onboard the Discovery space shuttle to
dock with the International Space Station and became
operationat on July 19. The MELFI is a cryorefrigerator
that can preserve biological and other scientific or
experimental samples at up to -95°C before their return

to earth, Air Liguide designed and developed the cold
production turbomachine that is the dynamic part of
MELFI.

The Group's specialists responded to a difficult challenge:
focusing on a very smalt part of equipment that is usually
found in industrial instatlations while providing the high
level of reliability and safety required for manned flights.

Air Liquide and Axane are continuing the rollout of fuel cell-based stationary
generators to supply mobite telephone relay stations witH energy. After a first
project in Greece in 2005, the Group was once again successful in this field in

! Spain in 2006, with Telefonica. Other projects are underway, notably in Canada.
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Related activities

The new TopTig
torch systemn was
a big success in
2006 in Europe
and Japan.

— TOPTIC
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Engineering

2006: an extremely active year

Air Liguide Engineering has over 1,400 employees in
five centers arcund the world (France, the United
States, Japan, China and India). These teams design
and build production units for the Group and its
third-party customers, constantly improving produc-
tion technologies to increase the units’ efficiency and
reliability. Engineering was extremely active in 2008.
Many units were put on line throughout the world, in
particular to produce air gases and hydrogen. Three
large hydrogen units for the energy sector started up
in 2006 in the United States (Bayport, Texas), France
(near Marseilles) and Italy (Priolo, Sicily). Moreover,
the Group signed a large number of contracts, espe-
cially in air gases in the emerging economies (China,
Eastern Europe, the Middle East, Latin America).
Large Industries brought off new coups in hydrogen
that will entail building three very large units in
California, Belgium and Portugal.
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Diving
State-of-the-art diving equipment

Aqua Lung International, an Air Liquide subsidiary,
offers an enormous range of equipment and prod-
ucts for competitive, recreational, military and profes-
sional diving as well as swimming. It is the leading
manufacturer of diving equipment worldwide. Its
number one position results from a policy focused on
quality products, based on the expertise of its R&D
centers and production sites and a particularly exten-
sive and efficient worldwide distribution network.
There are a dozen units in Europe, North America
and Japan and about 50 distributors in other regions.
Swirnming and military diving were especially strong
activities in 2006. The result is a giobal rise in revenue
that strengthens Aqua Lung’s leadership position,
with the American and Russian markets having the
best performances.

Aqua Lung diving equipment specially
designed to match male and female
bodyshapes, most importantly with diver
safaty and comfort in mind.




Welding-cutting

New energy-related markets

Air Liquide's welding and cutting business is handled
through Air Liquide Welding. It focuses on the pro-
duction and marketing of equipment (welding units,
metal-cutting machines, etc.) and consumables
(flux-cored wire, covered electrodes, flux, etc.).
Strong growth in the energy sector means a sizable
increase in the demand for welding consumables.
Air Liquide Welding has developed a complete range
of solutions for the new cryogenic pipelines that
transport liquefied petroleum gas. It has also
launched innovative solutions for offshore platforms,
especially for welding high-strength stee!, and for the
nuclear industry to manufacture the latest genera-
tion of radioactive waste storage containers.

Related activities

The year 2006 also marked the international rollout
of TopTig, a torch system that appreciably improves
welding quality on thin sheet metal by gliminating any
projections and producing very smooth welds,
Another highlight of the year: the new welding unit
ranges Digi@wave and Citowave, launched in 2005,
received a “Janus de I'lndustrie”, a prize awarded by
the French Institute of Design.

The brand portfolio was refocused on five commer-
cial brands, replacing the previous 15. Three are for
industrial markets: SAF-FRO, Oerlikon and Cemont.
The fourth brand, Weldline, targets the welding envi-
ronment (gfoves, welder's protection, etc.) and the
last is for the general public and is called Weldteam.

What does your work
entail?

I run ateam of 17
researchers who develop

INTERVIEW WITH Chantal Amalric

Manager, Hygiene and Care research department — SEPPIC

and test ingredients used in
the cosmetics industry.
We're specialized in hygiene
and skincare products, a
very specific area. For the
last few years, we've been
working on extremely
specific ingredients and
compositions with high
added value, protected by
patents.

How do you identify your
customers' needs?

We regulary invite them to
our site, for example, so that
we can work together. This

proximity makes exchanges
easier and is both interesting
and stimulating. But
although France is still the
leader in cosmetics, our
customers are becoming
more international.

So we've opened cosmetic
training centers in the United
States and China, These
centers welcome
participants and provide
counseling and technical
support so that we can keep
in step with our customers in
development of their new
products,

What motivates you the
most?

First, being in a team. We
work closety with our
customers, our salespeople,
other researchers and the
production teams. In the
end, when I'm in a beauty
products stores, 1 really
enjoy picking up an item and
seeing the name of our
praduct on the list of
ingredients!
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Income statement

Year ended December 31

In millions of euros ! 1 I 2005 2006
Revenue 10,434.8 10,948.7
Purchase (3,945.5) {4,240.6)
Personnel expenses (1,856.4) {1,839.5)
Other income and expenses (2,218.0) {2,201.2)
Operating income recurring before depreciation and amortization 24149 2,567.4
Depreciation and amortization expense {897.3) (908.2)
Operating income recurring 1,517.6 1,659.2
Other non-recurring operating expenses (44.8) 26
Operating income 1,472.8 1,661.8
Net finance costs (163.1} {155.4)
Other net financial expenses (49.1) {(42.2)
Income taxes (370.7) {419.8}
Share of profit of associates 36.5 277
Profit before minority interests and discontinued operations 926.4 1,072.14
Net profit from discontinued operations 80.6
Profit for the period 1,007.0 1,072.1
Minority interests 73.6 69.8
Net profit (Group share) 933.4 1,002.3
Basic earnings per share (in euros) 7.86 8.35
Diluted earnings per share (in eurcs) 7.82 8.28

The notes to the financial statements are in the second part of the Reference Document.
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Financial statements

Balance sheet

Year ended December 31

In millions of euros 2005 2006
ASSETS
Non-current assets 11,200.6 10,973,6
Goodwill 2,646.1 26147
Cther intangible assets 386.0 367.2
Property, plant and equipment 8,168.5 7,901.7
Other non-current assets 8721 814.2
Non-current financial assets 2941 240.6
Investments in associates 166.1 171.4
Deferred tax assets 411.9 402.2
Total non-current assets 12,072.7 11,787.8
Current assets 4,215.7 4,507.5
Inventories and work-in-progress 653.8 694.3
Trade receivables 2,429.7 2,490.7
Cther current assets 429.6 358.4
Current tax assets 38.3 341
Fair value of derivatives (assets) 66.1 325
Cash and cash equivalents 588.2 897.5
| wefied evee® G638 |
In millions of euros 2005 2006
EQUITY AND LIABILITIES
Shareholders’ equity 5,930,5 6,285.8
Share capital 1,204.9 1,332.6
Additional paid-in capital 147.6 75.3
Retained earnings 3,719.0 40041
Treasury shares (74.4) (128.5)
Net profit (Group share) 933.4 1,002.3
Minority interests 278.2 281.0
[Total equity 6,208.7 6,566.8 I
Non-current liabilities 6,943.9 6,470.5
Provisions and employee benefit commitments 1,648.8 1,505.1
Deferred tax liabilities 1,149.4 1,130.5
Non-current borrowings 3,978.4 3,674.9
Other non-current liabilities 167.3 160.0
Current liabilities 3,1358 3,258.0
Provisions and employee benefit commitments 155.4 122.9
Trade payables 1,280.7 1,330.8
Other current liabilities 1,011 865.8
Current tax payable 192.0 142.2
Current borrowings 7.7 £68.6
Fair vafue of derivatives (liabilities) 78.9 27.7
| 2ot ey v Befoffies | IG2EBS |
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Statement of cash flows

Year ended December 31

:
in millions of euros '
I

Cash flow from operating activities before changes in working capital 1,804.8 1,889.3
Changes in working capital 52 (108.8)
Other (89.9} (13.8)
Net cash from operating activities 1,720.1 1,766.7

Investing activities

Purchase of property, plant and equipment and intangible assets {976.2) (1,128.2)
Acquisition of subsidiaries and financial assets (76.2) {72.3)
Proceeds from sale of property, plant and equipment and intangible assets 91.3 102.7

Proceeds from sale of financial assets 26.7 2.1

Proceeds from sale of divested activities 162.8

Net cash used in investing activities {770.6) (1,095.7)
Financing activities

Dividends paid

- LAir Liquide S.A. {391.1) (432.0)
— Minority interests (84.8) 47.1)
Proceeds from issues of share capital 784 108.1

Purchase of treasury shares {59.8) (131.1}
Increase (decrease) of borrowings {835.0) 64.2
Net cash used in financing activities (1,092.3) (437.9)
Effect of exchange rate changes and change in scope of consolidation 1.8 28.5
Net increase (decrease) in cash and cash equivalents (141.0) 261.6
Cash and cash equivalents at beginning of period 700.4 559.4
Cash and cash equivalents at end of period ’ 559.4 821.0
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Net indebtedness

Year ended December 31

Financial statements

In millions of euros 2005 2006
Nen-current borrowings (long-term debi) (3,978.4) (3.674.9)
Current borrowings {(short-term debt} 417.7) (668.6)
Jotal gross indebtedness {4,396.1) (4,343.5)
Total cash and cash equivalents 598.2 897.5
Derivative instruments {(assets) - fair value hedge of borrowings 58.1
Derivative instruments (liabilities) - fair value hedge of borrowings (0.8)

[Total net indebtedness at the end of the period {3,739.8) (3,446.6) ]
Statement of changes

' .

In net indebtedness

Year ended December 31
In millions of euros 2005 2006
Net indebtedness at the beginning of the period (4,012.5) (3,739.8}
Net cash from cperating activities 1,720.1 1,766.7
Net cash used in investing activities (770.8) (1,095.7)
Net cash used in financing activities excluding increase (decrease) of borrowings (457.3) (502.1)
Effect of exchange rate changes and change in scope of consolidation {219.5) 124.3
Change in net indebtedness 272.7 293.2
MNet indebtedness at the end of the period (3,739.8) (3,446.6) l
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Business glossary

mdsorption

Rstention of gas molecules
on the surface of a solid,
called an adsorbent.

This process is used in gas
separation and purification.

Advanced precursors
The introduction of new
glements such as tantalum
and hafnium in semiconductor
manufacturing enables
increasingly smaller and

more powerful chips to be
produced. To integrate

these elerments into

the latest generation of

chips, Air Liquide provides

its customers with new
moleculas, called advanced
precurscrs. They are generally
in a liquid state and add

the active element wanted

to silicon wafers.

Aerosotl therapy
Treatment by inhalation

of madications in the form
of very fine particles mixed
with a breathable gas.

&1 arrier gases

Carrler gases {nitrogen,
oxygen, hydrogen, etc.) are
used tc trangport and dilute
process gases cr {o protect
semiconductors from minute
dust particles,
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@ CERN

CERN is the Eurcpean
Organization for Nuclear
Research. It is a laboratory
where scientists explore the
components of matter and
ihe forces that provide its
cohesion. s located on
gither side of the French-
Swiss border, near Geneva.

B Chronic obstructive
pulmonary disease
Patients with this ailment,
also known as “smoker’s
disease” cannot breathe
praperly and have trouble
oxygenating thelr organism.

BCO,

A mixture of carbon and
oxygen, COy is the chemical
formula for carbon dioxide.

It is produced when living
beings breathe and during
combustion and fermentation.
COs5 is found in very small
quantities in the atmaosghere,
about 0.035%. lts impact

on the greenhouse gas
effect is at the heart of

the environmental issus.

@ Cogeneration

The simultaneous production
of steam and electricity.
Cogeneration enables more
efficient use cf primary energy
and produces less air
pollution, particularly carbon
dioxide (CO,) emissions.

® Cryoconservation
Conservation, mainly of
organic products, at very low
temperatures in cryogenic
fluids such as liquid nitrogen.

i=llectronics

specialty gases

Specialty gasss (silane,
arsine, etc.) or process gases
are used in every stage

of the wafer manufacturing
process to create molecular-
scale deposits.

@ Enteral nutrition
Enteral nutrition censists
in supphking nutriments

10 the digestive tract via

a cathater to cover daily
nutritional needs or to help
prevent malnutrition.

BEuro s

European emission standards
that set maximum levels for
polluting emissions from
vehicles. The increasingly
strict Euro standards are
applied 1o new vehicles.

Its objactive is to limit air
pollution from transportation.
The Euro O standard was
applied 1o new vehicles in
1988, The Eurc 5 standard
targets new vehicles 1 be
s0ld in 2009.

& Expert/Senior
Expert/Fellow

The Group has created a
formal recognition system

for its technicians and
engineers called the
"Technical Career Ladder”.
This systermn has four expertise
levels: Expert, Senicr Expert,
Fellow, Seniar Fellow.

g ab
A plant that makes
semiconductors,

B Fuel cell

A device that combines

a hydrocarbon or hydrogen
with another element,
usually oxygen, o produce
glectricity. A hydrogen fuel
cell praduces electncity
and only discharges water.

as guenching

Traditional “guenching”
consists in plunging metal
parts into of, after having
been heatad to a high
temperature, to modify
their mechanical properties.
The parts then have to be
washed and the cil recycled.
Gas guenching, which
uses nitrogen, is an
ervironmentally friendly
aftternative as it eliminates
washing and recycling.

B Greenhouse effect
Just like a greenhouse's
glass structure, the
atmesphere allows
penetration of the sun’s rays.
When heated by these rays,
the earth reemits infrared
radiation, some of which
passes back through the
atmesphere, but the rest

Is sent back to the earth

Dy “greenhouse” gases

in the atmosphere.

The main greenhouse gas

is carbon dioxide (CO4).

The infrared radiation that is
sent back to the earth
maintains the planet’'s surface
femperature. More and more
scientists believe that the
current warming of the planet
is probably dug to the
increase in the concentration
of greenhouse gases.




m now-AL

A program designed

to mobilize experienced
employees to be “lent”
for up to six months

e a Group subsidiary for
a specific need.

m embrane

Through a phencmenon
similar to the filtration of a
liguid through a fabric,
permeation of a gas mixture,
usually through & polymer-
based membrane, permits
these gases to be separated.
This permeation process

is often used to recover
hydrogen from a refinery's
waste gases.

N

Nitrous oxides are emong
the pollutants that cause acid
rain. They are found in motor
vehicle emissions and are
also produced during

all high-temperature
compustions that use air.

Air is mainly composed

of oxygen and nitrogen,
which can recombine to
form these nitrous oxides.
Replacing air with oxygen
prevents these oxides from
forming as there is ne longer
any nitrogen present.

n-site
production unit
Industrial or medical gas
production unit installed
on the customer's site and
operated by Air Liguide.

B Oxygen therapy
The treatment of chronic
raespiratory insufficiency
by administering extra
oxygen to the patient.

lasma

A gaseous medium in an
excited state. It is the fourth
state cf matter, after solid,
liguid and gas. tis produced
when an electrical charge is
set off in a gas at a very high
termnperature (several teng of
thousands of degrees).

m are gases

Rare gases are natural,

inent products found in

the air we breathe in very
small guantities: argon
(0.9% of air), necn (0.002%),
krypton {0.0001%),

xenon {0.00001%).

E leep apnea

Sleep apnea is when
respiration temporarily stops
in someone who is asleep.

It is cne of the most frequent
sleep problems and affects 2
to 4% of the adult population.
Over 100,000 sufferers
today are helpad by

Alr Liguide equipment.

@ Surfactant

A surfactant is a chemical
that can combine with both
a fatty substance and water,
enatling a wide range of
fat-in-water mixtures to

be produced. Soap is

‘the most common surfactant.

Surfactants have many
applications in industry,
cosmetics and healthcare.

& Synthesis gas

or syngas

A mixture produced by natural
gas or naphtha {a petroleum
byproduct) reformers.

It containg hydrogen, carbon
monoxide and carbon dioxide
in variable proportions
depending on the process
used. It gensrally cannot

e used as such, but after
being purified, hydregen
and/or carbon monoxide

are produced. it is mainly
used by the chemical and
refining industries,

T.[eN

TGCM (Total Gas and
Chemical Management) is a
service offer for gases and

liquid chemicals, both upstream

{procurement, guality control,
measurements, maintenance)
and downstream (gas and
waste recycling) of
semiconductor production.

TGM

TGM (Total Gas Management)
is a service identical to
TGCM, but only for gas
products.

afer

A slice of silicon cut from a
silicon ingot with a diameter of
150, 200 or 300 mm and used
as a semiconductor base.
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Financial glossary

mdjusted price

Share price adjusted to take
account of changes in capital
{issug of new shares, share
split, etc}. The adjusted share
price is used to produce
meaningful comparisons of
price changes over time.

asic earnings
per share (EPS)
Consolidated Net Profit
divided by the number
of shares in ¢circulation,

@ Bonus dividend
Dividend increased by a
maximum of 10%, granted
to loyal sharsholders for
all registered shares held
continuousty for mare than
two calendar years.

B Bonus share allocation

Transaction by which the
Company issues new shares
at no cost to shareholders in
proportion to the number of
shares already held. Air
Liguide has allccated bonus
shares on a regular basis.
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Share market index, weighted
by the free float, which tracks
the 40 most actively traded
stocks on the Euronext
reguiated markets in Paris.
Inclusion is based on size and
liguidlity criteria.

@ Capital employed
Financial resources used by a
company tc develop its
business. It is the sum of
equity, minorty interests and
net debt.

B Capital gain

Gain realized on the sale of &
security, that is, the difference
between its sale price and its
original purchase price, or
book value.

@ Cash flow

Cash generated by a
company's operations.

It is either reinvested or
distributed to sharsholdars
{dividends}. Cash flow
comesponds roughly to
after-tax earmings plus
depreciation and amartization,
less minority interests.

@ Custody account fees
Feas charged by a financial
intermediary for maintaining
share records. Thay generally
represent a percentage of the
portfolio or a set fee per line of
shares held. Air Liquide's
Shareholder Services
provides this service free of
charge for shares held in a
direct registered account.
[@l ividend

The part of the company’s
Net Profit distributed to
sharehclders. Shareholders
determine the dividend

at the General Shareholders’
Meeting after appraval

cf the financial statements
and the allocation of earnings
proposed by the Board

of Directors.

[_E:] uronext Paris

Narme of the firm which
organizes, manages and
davelops the securities
market, and acts as market
regulater (financial
transactions, manitoring of
companies listed on the stock
market) with the delegated
authority of France's Finangial
Market Authority.

ace value

The issue price of a share
as defined In a company’s
Articles of Association.

A company's total capital

is the face value of the share
muttiplied by the number

of shares in circulation.

B Free float

The part of a company's
capital in public ownership
and tradable on the stock
markets. The higher the freg
float, the greater the liquidity
of the shares. 100% of Air
Liquide's capital is floated.

M French Financial
Market Authority (AMF)
It govemns and oversees the
conduct and professional
ethics of the markets and
protects the interests of
investors and sharehalders.

Hoodwill

Difference between the
purchase price of a company
and its net tangible assets on
the day of the acquisition.




n FRS

(International Financial
Reporting Standard)
Put into effect on January 1,
2005 to facilitate comparing
companies’ financial
statements.

B Investment club

{in France)

Groug of 5 to 20 individuals
that jointly manages a
secunities portfolio by making
regular payments and sharing
the income and ¢apital gains.

iquidity

Raiic of the volume of shares
traded over the total number
of shares in circulation.

Market capitalization
A company’s market value
equal, at any given time,

to the quoted share price
multiplied by the number
of shares in circulation.

m et Profit

Profit or loss made by

the company. It is calculated
by netting operating income
recurming, other non recuming
operating expenses, net
finance costs, other net
financial expenses, share

of profit of associates, profit
(loss) from discontinued
Cperations, then subtracting
taxes and minority interasts.

E perating

income recurring

Annual sales minus the cost
of producing, distributing
and seling products and

the depreciation or
amortization of capital
expenditure. It indicates a
company's ability to generate
the marging necessary for

its operation and growth.

Ereferential

subscription right
Tradable right giving
shareholders priority in
subscribing to a number
of new sharas in proporticn
1o the number of shares
already held in the event

of a share issue.

mOCE {Return

On Capital Employed)
The ratio of Net Profit before
interest expenses and after
taxes over average capital
employed. It reflects the net
retumn on funds invested

by shareholdars and those
loaned by banks and
financial institutions.

m ROE

(Return On Equity)
The ratic of Net Profit over
sharsholders’ equity.

It represents the net return
on money invested by
sharghoiders.

S [

Tradable security representing
a poertion of the company's
capital. The owner of a share,
the sharehclder, is a part-
owner of the company and
enjoys certain rights.

# Shareholders’ equity
The part of the company's
capital belonging to its
shareholders. It includes
the value of issued shares,
retained earnings and Net
Profit for the financial year.

B Stock split

Split of a share's face value
to improve its liquidity,

A stock split leads, in the
gsame proportions, 10 a split
in the share's market value
and the muttiplication of
the number of shares
comprising the capital.
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Since its beginnings, Air Liquide has grown through
innovation, geographic expansion, creativity and initiative.
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1902

Origin

Foundation of the Company
following the: invention of a process
for the liquefaction of air that
enablad oxygen production in
much greater quantities than
previously possible. This, via the
collaboration of two men, Gecrges
Claude, a passionate researcher,
and Pau Delome, a diligent and
far-sighted business man.

1907
INntermationa

development

B From the earliest days, Air
Liquide set its sights abroad,

| First, in European countries
{1906), then in Japan {1907}

and in Canada (1911),

B First steps in the United States in
1916 and, in 1986, a major move
into North America via the takeover
of Big Three,

W Continuing sxpansion in Eurcpe
and Asia.

Over 100 years
of history

1913
Shareholders

O The original shareholders played
a critical iole in the first few years
steadiastly standing by the
expanding Cormpany,

O Listed on the Paris Stock
Exchange on February 20, 1913,
O A strong relationship was bom
between Air Liquide and its
sharehclders,

0 In 1987, Alr Liquids established
the Shareholders’ Communication
Commitiee,

0 Today, there are 365,000
indivicual shareholders of whom
146,000 are registered
sharehclders

1930

(Gases serving
countless
industries

All the way from welding to the
emvironment, through diving, metals,
chernicals, food processing,
electronics, refining, ete.

1970
A tradition

of invention

O Establishment of the Claude-
Delorme Research Center,

0 Scores of new processes in gas
production and application,

0 From cylinders to cryogenics,
through cogeneration, membranes,
and the production ¢f increasingly
pure gases and certain specialty
gases ior electonics,

O Air gas production plants now
operate on a massive scale (up to
4,200 tonnes of oxygen per day).




1985
Customer
service

[ From 1885, full senvice for
Electronics customers,

C After oxygen and nitrogen, the
offer widens to include hydrogen
and steam in order to become
more efficient and protect the
envirornment,

0O From 1993, Air Liquida moves

closer to customers deploying new

structures throtighout the world,
0 Creation of specialized tsams in
major international markets.

1995
Air for life

B Criginally, just a supplier to
hospitals,

B Alr Liquide became a true
healthcare specialist,

B Ful range of service to hospitals.

B An expanding network of
homecare teams,

W Creation of a dedicated entity in
1995: Air Liquide Healthcare,

W Expansion into hygiene.

2002
A century
of adventures

Innevation was the keynote for Air
Liguide's anniversary year as the
Group celebrated 100 years of
pioneering work in industrial
medical gases and related
activities.

2003
New century,
NneEwW momentum

0O Creation of Japan Air Gases.

0O Acquisition of Messer's activities
in Germany, the United Kingdom
and the United States.

0 Growth in new markets and new
geographies.

2006

Presence,
conguest,
iNnnovation

0 Ramping up of hydrogen: over
830 milicn euros in sales.

0O Development in nomecare
through acqguisitions, over 300,000
patients treated worldwide.

O Delivery of the largest cryogenic
systermn in the world.

O Nearly 37,000 employees today,
in 72 countries.
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Western Eurcpe N /4
Austria - Belgium — France — Genmany “ees 7
Luxembourg - Netherlands — Switzerland

United Kingdom

Southern Europe
Greece - Italy - Portugal — Spain

Northern Europe
Denmark — Finland — Norway - Sweden

Eastern Europe

Bulgaria — Czech Republic - Hungary
Poland - Romania — Russia

Slovakia — Ukraine
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Américas

North America
Canada - United States

South America o
Argentina - Brazil — Chile
French Guiana — Paraguay
Uruguay

Caribbean

Guadelcupe — Martinique
Trinidad and Tobago

[ Industrial Merchant
Large Industries
B Electronics

(1 Healthcare

® Engineering

A Research Center




Pacific
Australia

New Caledonia
New Zealand
Polynesia

Emerging Asia
China
Inciia

Southeast Asia
Hong Kong
Indonesia

Malaysia
Philippines
Singapore
Thailand

Vietnam

Northeast Asia
Japan

South Korea
Talwan
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North Africa
and Middie East
Algeria — Egypt
Kuwait — Lebanon
Meroceo — Oman
Qatar — Tunisla

Central

and Western Africa
Benin

Burkina Faso
GCameroon

Congo

Gebon - Ghana

vory Coast

Mali — Nigeria

Senegal - Togo

Eastern and
Southern Africa
Botswana
Madagascar
Reunion Island
South Africa
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[} Industrial Merchant
0O Large Industries

M Electronics

(0 Healthcare

® Engineering

A Research Center




Industrial
Merchant

Mission: constantly innovating
with our customers, and
providing them, worldwide,
with reliable and high-quality
solutions that meet their key
challenges both today and
tomorrow, through our
technological know-how and
our networks of experts and
researchers.

VWhat are our gases
used for’?

O Motor Vehicles and
Manufacturing

Improving the productivity of
assembly line processes,
incorporating new functions and
preserving the operaters’ working
environment.

O Food and Pharmaceuticals
Proposing new development paths
while offering producers and
consumers of beverages, food
products and medications the
quality and traceability guarantees
they are looking for.

0O Materials and Energy
Reducing our customers’ enargy
consumption and optimizing their
manufaciuring processas through
the implementation cf clean
technclogies.

O Technolegy and Research
Contributing to the boom in the
technologies of tomormow from
research centers to production
units, through the scope,
differentiation and globalization of
our offer.

0O Craftsmen and Distributors

Offering products, everywhere, that
are the easiest and safest 1o use.

Mission: offering gas and
energy solutions to large
industries around the world to |,
improve their process efficiency |
and help them become
environmentally responsible.

G TR T T

O Refining and Natural Gas

- Hydrogen is increasingly used by
refineries to desulfurize fuels and
“‘crack” heavy hydrocarbons,

- Oxygen is used to stimulate
certain elements or tc gasify
patroleum residues. it is also used
to transform natural gas into fuels
or methanot.

O Chemicals

The chemical industry consumes
large volumes of air gases, as well
as hydrogen and carbon
monoxide, the latter is used in the
manufactura of polyurethane {foam)
and polycarbonates (CO, DVD.. ),
which are both used in everyday
life.

a Metals

- Improvemant of steelworks’
productivity, energy efficiency and
emission levels using oxygen,

- Transportation of coal pulverized
with nitrogen to supply blast
fumaces,

- Stainless steel manuiacture using
argon,




Electronics

Mission: supplying the flat screen
and semiconductor industry,

a user of leading-edge
technologies, with ultra-pure
gases and fluids.

m Ultra-pure Fluids

Carier gases {nirogen, oxygen,
hydrogen, argon, helium, etc},
specialty gases (silane, etc.), liquid
chemicals: the fiuids used in fabs are
ultira-pure, New molecules are
constanily being developed.

<

& Fluid Management

Tearns working at customer facilities
take full charge of managing fluids on-
site.

W Equipment

Design, manufacture and installation of
fluid distribution equipment.

Related
Activities
Mission: developing expertise in

fields complementing the Group's
core business lines.

Healthcare |

Mission: supporting patients in
hospitals and in their homes
through the provision of a range
of services and equipment.

3 Homecare

Treatment of respiratcry ailments,
sleep apnea and diabetes. Maintaining
patients at home and improving the
comfort of patients notably suffering
from chronic respiratory pathologies.

0 Medical Gases

Therapeutic gases (nitrous oxide,
oxygen, etc.) are medications. They
are used o cure ailments, relisve pain,
anesthetize, in operations, assist
respiration, preserve cells. .,

I Medical Hygiene

A large range of disinfection and
sterlization products and services to
fight nosccomial infections.

O Respiratory Medical Equipment
At the hospital, in resuscitation rooms,
the operating room, the recovery
reom, medical equipment provides
patients with ventilation.

0O Specialty Chemicals

— Surfactant products for
pharmaceuticals and cosmetics.

0O Welding-Cutting Equipment and
Consumables

- Complete range of materials
(welding units, metal cutting machines)
and consumables,

- Autormation and robotic solutions.

O Engineering and Construction

- Design and construction of industrial
gas production units Jor the Group
and third-party customers,

- Development of new production
technologies,

- Develcpment of state-of-the-art
Cryogenic equipment, especially in
relation o very low temperatures.

0 Diving
- Products and equipment for
professional and recreational diving.

O Space and Aeronautics

- Ariane 5: building cryotechnic
tanks, supply of gas and related
services 1o the Kourou (French
Guiana) launching pad,

— Satellite equipment,

— Onboard gas generaling systems
for airplanes.
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Strategy and competition

1 | Strategy

The pursuit of sustained long-term growth is at the core of the
Group's strategy and is based on several fundamental factors:

Develop the business

m the four business lines, Industrial Merchant, Large
Industries, Healthcare and Electronics, put Air Liquide in an
advantageous position to profit from growth wheraver it
emerges. The Group’s geographical coverage in 72 countries
bolsters the implementation of each activity's strategy and the
proximity with customers.

m the mobilization of human resources fostars the Group’s
development in new and rapidly growing geographical areas.

m a strong culture of innovation, aiming to bring added-
value to the customer's manufacturing process, enables the
Group to adopt early positions in segments identified as
potential medium or long-term growth engines: hydrogen in
refining, new energies requiring the combined use of huge
quantities of oxygen and hydrogen, therapeutic gases in
Healthcare, cutting-edge technology in Electronics, etc.

An investment discipline

The Group's activity requires substantial investments. The
selection of investments is therefore a key factor of success.
Each investment is subject to an approval procedure which
takes into account the specific risks associated with each
project. The Group aims for a return on capital employed
{ROCE) after taxes close to 12%. This return is adjusted in
relation to the risks of each project.

Improved profitability

The mobilization and continued efforts of the Group’s employ-
ees contribute to cost reduction and increased productivity.
The Group has already set up several savings and optimiza-
tion programs, the most recent being the OFAL project imple-
mented in 2004.

AIR LIQUIDE 4

A sound balance sheet

With a salid financial structure, the Group is able to acceler-
ate its development through arganic or external growth while
maintaining an efficient balance sheet.

Shareholder remuneration

Air Liguide puts its shareholders at the heart of its strategy.
Shareholder remuneration through steady growth in Group
earnings and dividends is a pricrity.

2‘ Competition

The year 2008 marked a new phase in the consolidation of
the world industrial and medical gases market with the acqui-
sition of BOC by Linde in September. As a result, the two
European players, Air Liquide and Linde, share the lead in this
market. The US companies, Praxair and Air Products, are
Air Liquide’s and Linde’s other two main competitors, not to
mention two other less significant players, Taiyo Nissan
(Japan) and Air Gas (United States}, and other minor local
competitors. Finally, internal gas production by some ¢us-
tomers represents not only an important growth opportunity
for the Group’s Large Industries activity, but also an alterna-
tive for the customers.
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Group key figures

1 I 2006 key highlights

Air Liquide continued to achieve profitable growth in 2006, with a balanced increase in revenue for all activities and geographical
areas and a solid rise in net profit,

The Group activity was highlighted by:

= strong progress in the Americas and in Asia for Industrial Merchant, with a continuing recovery in Japan and a progressive
improvement in Europe,

= growing customer markets (steel, chemicals, refineries} in Large Industries and continued development in hydrogen,
m a strong performance in Healthcare, mainly due to homecare and hygiene in an expanding rnarket,

m a good level of activity in Electronics, led by carrier gases,

= the acceleration of new contracts signings,

= the acquisition of 100% of the capital of Japan Air Gases announced in December.

The sound performance of productivity programs implemented by the Group, particularly for assets, combined with enhanced
efficiency to offset cost increases, contributed to improved operating margins from 14.5% to 15.2% (15.1% excluding natural
gas effect).

Using its funds provided by operations, the Group was able to finance new investments while reducing net debt as of December
31, 2006 to 3,447 millions euros with the net debt to equity ratio standing at 52.5%. The return on capital employed after taxes
(ROCE) amounted to 11.9%, reflecting the Group’s ability to absorb the acquisition of Messer activities. The Group’s investment
appravals (excluding Japan Air Gases) totaled 1.5 billion euras in 2006, up +26% compared to 2005, These investments will
contribute significantly to the Group's growth potential in 2008 and beyond.

In light of the Group's solid performance in 2006 and growth prospects with a substantial increase in portfolio projects, the
Board of Directors has proposed the payment of a dividend of 4.00 euros, an increase of 14.6%.

2005 2006/05 2006/05 2006/05
in miltions of euros Excluding Cna
forex comparable
basis
Revenue 9.428 10,435 10,949 +4.9% +5.3% +5,7% M
of which are Gas and Services revenue 8,275 9,148 9,628 +5.3% +5.6% +6.1%
Operating income recurring 1,375 1,518 1,669 +9.3% +9.5%
Operating income 1,224 1,473 1,662 +12.8% +13.0%
Net profit (Group share) 780 933 1,002 +7.4% +7.1%
Net profit (Group share) on a comparable basis @ +11.4% +11.1%
Funds provided by operations 1,692 1,805 1,889 +4.7% +4.8%
Net profit per share ® {in euros) 6.56 7.86 8.35 +6.2%
Dividend per share® (in euros) 318 3.49 4.00 +14.6%
Return on capital employed - ROCE after tax 11.9% 11.7% 11.8%

{1) Excluding the impact of currency, natural gas and deconsolidation of liquid chemicals in the United States since the 2nd quartar 2005,

(2} Excluding significant exceptional items: in 2005, capital gain from the disposal of Séchilienne-Sidec and restructuring costs in certain Eurcpean countries.
{3) Average number of shares outstanding as of December 31, 2006 for the calculation of the net profit per shara: 120,038,567.

{4) Adjusted for borus share issus in June 20086,
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2' Income statement

2.1. Revenue
A. Group

Revenue increased across all regions and in all business lines,
reaching 10,949 million euros in 2006, an increase of +5.7%
on a comparable basis (excluding currency, natural gas and
significant perimeter effects).

Gas and Services revenue grew by +6.1% on a comparable
basis to 9,628 million euros. Growth was particularly strong

in Asia, in emerging countries and in Japan where the eco- .

nomic recovery is underway. The increase in revenue also
remained strong in the Americas and trends improved
throughout the year in Europe. Hydrogen, homecare, and
large contracts in China recorded particularly strong growth.

B. By activity (Gas and Services)

The Group operations are managed by geography and coor-
dinated at business lines level. The explanations by business
lines are therefore provided on an indicative basis.

Except where indicated, the comments below are all made
with regard to changes on a comparable basis.

The Industrial Merchant activity, with revenue of 4,364 mil-
lion euros, or 45% of Gas and Services sales, posted
growth of +5.5%. The year 2006 was highlighted by sustained
revenue growth in the Americas (+9.2%}) and Asia (+8.9%),
cenfirmation of the Japanese recovery and an improvement
in Europe in the last quarter.

Revenue for the Large Industries activity, amounting to
2,922 million euros, or 30% of Gas and Services sales,
posted growth of +6.7%. Customer markets, primarily steel,
chemicals and refining, were buoyant in 2006. The activity
also benefited from hydrogen development (+14.2%), which
now represents 29% of Large Industries revenue, or 836 mil-
lion euros. In July, the Group commissioned a major hydro-
gen production unit in Bayport in the United States. The
Group is on course to achieve 2008 revenue above 1 billion
euros in its hydrogen activity.

Healthcare, with revenue of 1,478 million euros, or 16% of
Gas and Services sales, was up +5.9%. In Europe,
Healthcare revenue increased by +6.9%. Homecare and
hygiene related activities were especially dynamic, particularty
in France and-Germany. The growth in revenue to hospitals
was less significant because of tighter prices in the south of
Europe. Qutside of Europe, the Group focused on the
management of the quality of its portfolio in 2006.

AR LIQUIDE B

Revenue for the Electronics activity stood at 864 million
euros, 9% of Gas and Services revenue, up +6.9%. The
growth is being driven by recurring sales, particularty carrier
gases, which benefited from the ramp-up of new units, par-
ticularly in Asia. Excluding equipment and installation revenue
which had been significant in 2005, Etectronics posted dou-
ble-digit revenue growth. Asia continues to be the growth
driver, representing more than 80% of this activity’s revenue.

Gas and Services
Industriat Merchant
2006 revenue:

4,364 M€

capital intensity: 1.5 - 2

B Food - Pharmacy

B Materials - Energy

Automotive - Manufacturing

1 Technelogy - Research

3 Craftsmen - Distributors
Other

Growth in Industrial Merchant revenue was primarity driven by
the Materials and Energy segment (metallurgy, glass), metal
fabrication, the strength of the automotive sector in Japan and
by technology, with the development of optoelectronics and
electronic components (ECP).

Large Industries

2006 revenue:

2,922 V€

Capital intensity: 1.2 - 2.5
'} Air gases

O HyCO

B Cogeneration

W Other

53%

"--»_.,_,/

Large Industries benefited from the ramp-up of new hydrogen
contracts. Hydrogen revenue increased from 25% in 2005
to 29% in 2006 as a percentage of total Large Industries
revenue as a result of significant investment programs.




Healthcare
2006 revenue:

1,478 M€

Capital intensity: 0.8- 1.2

0 Homecare

0 Medical gases
W Hygiene

M Equipment

Healthcare growth is driven by homecare, particularty for sleep
apnea and ventilation activities, medical equipment and
oxygenotherapy. The hygiene activity was also up in 2008, as
a percentage of total Healthcare sales.

Electronics
2006 revenue:

864 M€

Capital intensity: 1- 1.2
0 Carrier gases

M Services
W Equipment and installations

Electronics growth was sustained by a rise in new capacities
of carrier gases.

C. Related activities

Related activities achieved +2.9% growth, with revenue of
1,321 million euros, on a comparable basis in 2006, mainly
driven by welding. In 2008, welding revenue grew by +9.8%,
led by automatic welding machines, consumables and serv-
ices. Revenues in Central and Eastern Eurcpe and in exports
developed strongly, especially in the energy and infrastructure
markets. Engineering and construction activities continued to
operate at full capacity, focused on the Group's internal
projects and investment priorities.

0 Specialty gases and liquid chemicals

Management Report

Capital intensity

Capital intensity is the amount of capital needed to gen-
erate one euro in revenue. This capital is either invested
into industrial assets (production units, storage, trucks,
etc.), or used as working capital to finance the develop-
ment of the activities.

Capital intensity in the Group’s business lines varies.

m air gases production in Large Industries is very capital
intensive with a capital intensity between 2 and 3,

m hydrogen or cogeneration services currently have a cap-
ital intensity of approximately 1, because of a high level of
input costs of natural gas,

m Electronics, Healthcare, the major development drivers,
also have a capital intensity arcund or below 1,
depending on product mix.

Because of the differences in capitat intensity among the
various Group activities, margins will differ accordingly.

Whatever the capital intensity, Air Liquide’s objective is to
achieve, over the tong-term, return on capital employed
{ROCE) after tax close to 12%.

D. By geographical area (Gas and Services})

Except where indicated, the comments below are all made
with regard to changes on a comparable basis.

Europe

Revenue was 5,171 million eurcs, an increase of +5.6%, with
strong progress in all activities.

Industrial Merchant growth was +2.3%, driven mainly by
Southern and Eastern Europe. Large Industries continues to
progress at the same pace as in 2005, at +8.2%. The Group
customers’ markets have been buoyant. Hydrogen volumes
have progressed strongly with the continued ramp-up of units,
notably in Belgium (Antwerp) and in Spain. Healthcare
revenue progressed by +6.9%, lifted by homecare and hygiene.
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Americas

Revenue for the Americas was 2,568 millicn euros, a rise of
+4.8%, mainly driven by Industrial Merchant.

Industrial Merchant revenug progressed by +9.2%. It
benefited from the development of manufacturing and mining
industries, a favorable pricing environment in North America
and sustained growth in South America. Large Industries
increased by +2.2%, reflecting maintenance shutdowns,
exceptional impacts due to hurricanes in 2005 and the sale
of the Group’s participation in a cogeneration unit in the first
half, despite the start up of the hydrogen unit in Bayport in
the second half of 2006. Total revenue in Electronics dropped
slightly by -1.5%, due to weaker equipment and installation
sales. However, excluding equipment and installation
revenue, activity remains strong, driven by carrier gases
contracts.

Asia-Pacific

Asia-Pacific revenue of 1,715 million euros increased by
+9.1%, an acceleration compared to 2005.

This solid performance was due to a strong presence in the
developed economies such as Japan, where sales grew
+6.7%, combined with the sustained +15.8% development in
emerging countries, due notably to China, South Korea and
Southeast Asia. All activities have contributed to growth.

Africa and the Middle-East

Africa and the Middle-East continued to record double digit
growth over the year, led by good levels of activity by Industrial
Merchant in South Africa and by the strong progress in Large
industries, notably in Egypt and Ornan.

ARLIQUIDE 8

Analysis by geographical area

Gas and Services
revenue by
geographical area

In miflions of euros

O Europe

B Americas

8 Asia-Pacific

M Africa and Middle-East

15,171

o 2,568

I 1,715

=
P

K
/v7
-

Operating income recurring
by geographical area ™

in miflions of euros

0 Europe

Americas

W Asia-Pacific

M Africa and Middle-East

P~
o
—
-

(1) Excaucing resaarch centers and corporate overheady.




2.2. Operating income recurring
A. Group

Operating income recurring amounted to 1,659 million
euros, up +9.3%. The operating income recurring margin
{operating income recurring as percentage of revenue) was
15.2%, (15.1% excluding natural gas effect) compared to
14.5% in 2005.

This improvemnent in margin results notably from recovery of
energy costs through either indexation clauses in Large
Industries or price effects in the Industrial Merchant activity,
together with continued efficiency measures and a more mod-
est growth in depreciation.

OPAL

Because of OPAL, the program launched to improve the
Group’s performance in 2004, Air Liquide was able to pur-
sue its progress in productivity and to decrease its costs to
remain competitive on its markets. In 2006, more structural
improvement programs were implementad, in particular those
related to information systems. The full benefits will be
realized in 2007.

B - By geographical area {Gas and Services)

Europe posted a solid performance, with growth in operating
income recurring of +8.0% and improved margins in its
Industrial Merchant activity. The ratio of operating income
recurring to revenue, net of natural gas, was 19.7%, com-
pared to 19.2% in 2005.

Operating income recurring for the Americas grew +9.9%,
primarily reflecting the increase in margins in the Industrial
Merchant activity due to a progressive recovery of energy
costs. The margin {operating income recurring to revenue, net
of natural gas) was 14.8%, compared to 14.1% in 2005.

For Asia-Pacific, operating income recurring totaled 266 mil-
lion eurcs, up +5.1%, with margins remaining stable overall,
The ratio of operating income recurring to revenus, net of
natural gas, was 14.7%, compared to 14.8% in 2005.

C - Related Activities

The operating income recurring of related activities totaled
123 million euros, up +16.7%.

The Group registered a double-digit increase in welding with
stable margins, sustained margins in Engineering and
Construction as well as margin improvement in Chemicals
with strong growth in activity .

Management Report

2.3. Net earnings

Net finance costs and other financial income and
expenses totaled (198) million euros, down -6.9%, a
decrease related principalty to the reduction in the Group's
debt in 2006.

Profit from associates was 28 million euros, versus
37 million euros in 2005, reflecting the disposal of the
Company’s stake in Séchilienne-Sidec in 2005.

The effective tax rate amounted to 28.7% in 2008, slightly
down compared to 2005, due to lower tax rates in certain
countries.

Minority interests totaled 70 million euros, down -5.2% com-
pared to 2005. This reduction is primarily explained by the
2005 sale of the Group's interest in a cogeneration unit in
France and by the purchase at the end of 2005 of the
minority interests in SOAEQ.

QCverall, the net profit (Group share) reached 1,002 million
euros in 2006, up +7.4%.

Net profit {(Group share} in 2005 included two significant,
non-recurring items. Excluding these two extraordinary items,
2006 undertying net profit (Group share) increased by +11.4%.

In millions of eurcs, after tax 2005 2006 06/05
Net profit {(Group sharg) 933 1,002 +7.4%
Sale of Séchilienne-Sidec (81}

Restructuring provisions,

Industrial Customers* in Europe 48

Net profit (Group share)

underlying 900 1,002 +711.4%

* This business line is now called Industrial Merchant.

Net profit per share totaled 8.35 euros, up +6.2%. The aver-
age number of shares outstanding used for the calculation of
net profit per share as of December 31, 2006 was 120,038,567.
Underlying net profit per share growth was +10.2% (+8.9%
excluding the impact of currency).

In 2008, the Group repurchased 782,973 shares at an aver-
age price of 167.50 euros, for a total cost of 131.1 million
EUros.
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3’ Net indebtedness variation

In milligns of euros

Funds provided by operations before capital gains on disposals

and changes in working capital 1,704 1,920 1,928
Capital gains from asset disposals (12) {115) {39)
Funds provided by operations before changes in working capital 1,692 1,805 1,889
Changes in working capital (244) 5 {109}
Distributions {490) (476) (479
Purchase of tangible, intangible and financial assets (3,760) {1,051) (1,201}
Proceeds from disposals 753 281 105
Other items 4 (90} (13)
Net before financing (2,045) 474 192
Increase in capital stock 13 78 108
Purchase of reasury shares (44) (60} (131)
Exchange rate, consolidation perimeter and other effects (149} (219) 124
Change in net indebtedness (2,225} 273 293

In millions of eurcs

Net indebtedness at the end of the period

(4.013) (3,740) | (3,447)

Debt to equity ratio at the end of the period

77 % 60% 53%

3.1. Funds provided by operations

Funds from operations before changes in working capi-
tal requirements rose by +4.7% in 2006. This increase is
more limited than the growth in net profit because of the
restructuring payments in Europe (which had been accrued
previously), of the modest increase in depreciation and the
impact of capital gains from asset disposals.

3.2. Changes in working capital

The change in the working capital was 109 million euros
in 2006. The ratio of the working capital requirement to rev-
enue was relatively stable over the year at 11.5% and at
12.6% excluding payable taxes, but with a solid improvernent
compared to June 30, 20086.
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3.3. Investments

Purchases of assets
{excluding Messer in 2004)
In millions of euros

O Industrial S
. ; [
B Financial « - -
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Purchases of assets totaled 1,201 million euros in 2006, of
which 1,129 milion euros were for industrial investments and
72 million euros for financial investments, primarily for acquisi-
tions related to Healthcare in Europe and Electronics in Japan
(Toshiba Nano-Anatysis}.




A. Financial investments

During the fourth quarter of 2008, Japan Air Gases (JAG) and
Toshiba (TSB) signed an agreement to establish a partnership
providing analysis and evaluation services for products and
materials, primarily to the Electronics and other advanced
industries. This partnership is created through a joint venture
with the partial acquisition by JAG of shares in Toshiba Nano-
Analysis (TNA), TSB retaining 49%.

In 2008, the Group also made several acquisitions in the
Healthcare sector to reinforce its positioning in Europe. In early
2006, the Group acquired a company in Germany where
homecare is developing: Zuther & Hautmann Gmbh (based in
narth Berlin). This acquisition, combined with the one of Rubel
Atem und Sauerstoffgerate Gmbh {based in Dusseldorf) mads
in 2005, enable the Group to serve more than 15,000 new
patients. During the second half, the Group continued to
strengthen itself with the acquisition of two new companies:
Nord Service Projects GmbH (based in Germany near
Hamburg) and Aiclos Medical (based in Karlstad, Sweden).
These two companies serve more than 10,000 patients.

B. Industrial investments

Industrial capital
expenditures by
geographical areal”
{ . Europe
54% O Americas
0 Asia-Pacific
3% M Africa and Middle-East

™ {1) Inclucing ressarch canars anc GOt Overheads.

The geographical breakdown of industrial capital expenditures
is 54% in Europe, 23% in the Americas, 21% in Asia-Pacific
and 2% in Africa and the Middle-East. These payments fol-
low the investment approval by 12 to 18 months, the neces-
sary time for Air Liquide to complete the unit for the customer,
thus reflecting the approval of investments from 2004 and
2005.

3.4. Dividend

At the annual General Shareholders’ Meeting on May 9, 2007,
a dividend of 4.00 euros will be proposed to sharsholders
for fiscal year 2008, amounting to a distribution rate of 49.6%
of consolidated net earnings.,

Management Report

Dividend per share: 400€, +14.6% §

In suros

_ 138 .

! 2
F 2.19
P 2 33
\
________PXX
\.
__________PpX
o

97 00 (43 02 03 04 05 06
DMdends tor prawous years are adjusted to take into account
bonus share issues.

Average annual growth over ten years
Dividend per share: +12.3%
Total shareholder return: +13%

At year-end 2006
Distribution rate: 49.6%
Dividend yield: 2.2%

Total shareholder return of an investment in Air
Liquide shares

Total shareholder return (TSR) is an annualized rate of
return for shareholders who purchased a share at the
beginning of the period and scld it at the end of the period.
TSR calculation factors in the change in share price and
dividends paid (including tax credit), assuming they are
reinvested in shares right away.

This return is a percentage equal to the share yield (divi-
dend/share price} added to the capital gains rate (capital
gaing over the period/initial share price).

Distributions paid in 2006 primarily include the 3.85 suro
dividend per share {not adjusted) paid by L Air Liquide S.A.
Note that for L'Air Liquide S.A., net earnings before excep-
tional items reached 547 .6 million euros, compared to 441.3
million euros in 2005.

3.5. Net indebtedness

In light of proceeds from disposals from 105 million suros,
the net indebtedness amounted to 3,447 million euros as
of Dacember 31, 2006, a decrease of 293 million euros com-
pared to December 31, 2005.

11 AR LIQUIDE

}_
o
O
O
L
o
I.....
P
L
=
L
O
<
=
<
=




}_
x
o
a
TN
a8
|_
prd
w
=
L
O
I
=
<L
=

Management Report

4’ Balance sheet
4.1. Net indebtedness/Equity

The net indebtedness to equity ratio decreased to 52.5%
at December 31, 2008, compared to 60.2% at year-end
2005, reflecting the Group’s solid financial position.

4.2 .ROCE

The return on capital employed (ROCE) after tax was
11.9%, up compared to 2005, close to the 12% Group’s
target.

5‘ Investment decisions

[2.0]
[=]
w
-
o B Group investments approved
S E {excluding Messer in 2004
o - ~ and JAG in 2008)
[=] ™
2 o in mitfions of euros
@ O Industrial
] M Financial

02 03 04 05 08

[{e]
3
04

IFRS

Gas and Services
investments approved
{excluding Messer in 2004
and JAG in 2006)

In millions of eures

0O New geographies

O Technotogy, innovation, services
B Base

_::] 1,085
N

05 06
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Investment decisions are at the heart of the Group's
strategy implementation and ensure:

m development of the business through both internal as a
complement to external growth,

w improved efficiency and quality,

o security,

These investrments will ensure sustainable growth and a return
on capital employed. The internal rate of return required during
the investment approval process {refer to “investment decisions”
insert) varies with the overall assessment of the risks associated
with each project.

The return generated on an investment related to a major long-
term contract wilt change over the term of the contract, It is
lower in the first few years since the increase in customer
needs and the contract’s amortization (straight-line over the
term of the contract) is gradual. Profitability levels increase
rapiclly thereafter (refer to “The lifespan of a long-term contract”).

For 2006, the Group approved investments totaling
1,508 million euros {excluding Japan Air Gases), represent-
ing an increase in the vicinity of 300 million eures compared
2004 and 2005. This significant increase reflects the accel-
eration in contract signings with Large Industries clients in the
last quarter.

At year end, with respect to hydrogen, the Group was
awarded two major contracts: one in the San Francisco basin

Investment decisions

Investment decisions are subject to a careful evaluation
process, undertaken at Group level by the Investment and
Operations Committee. The committee is chaired by a mem-
ber of the General Management together with the directors
of relevant zones and activities.

Decisions are based on rigorous individual assessments of
projects, using five main criteria:

m the location of the contract: the analysis will differ
whether the project is based in an industrial basin with high
potential, connected to an existing pipeline network, or in an
isolated location,

a the nature of the product provided: the analysis of risks
and expected profitability will vary in the case of air gases,
relying on the Group’s traditional technologies, or new prod-
ucts and services such as hydrogen and synthetic gases,
which occasionally rely on more innovative technologies,

a customer risk: this is measured according to whether the
customer is local or global, and takes into account the cus-
tomer's market and stability,

= competitiveness of the site or gas-dependent activity:

this is assessed based on size, the cost of raw materials and
access to markets,

s finally, country risk is carefully examined.
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in the US and the other in Portugal. The Group has also

o . o . i f a lar tract
accelerated its investments in new teritories such as Brazil, The lifespan of a large con

the Middle East and Asia. In 2008, emerging geographies Stage A: an investment decision follows the signing of a
accounted for 432 million euros of the Group's approved long-term contract.

investments. Investments for over 150 miillion euros were ear- Stage B: capital expenditures begin as Air Liquide builds
marked for China during the year. Since 2004, 324 mii- the unit for the customer(s) over 18-24 months.

fion euros in investments have been approved for in China, ) L

in line with the 500 million euro objective for the 2004- Stage C: the unit starts up and gas production increases

progressively. Sales begin and will continue over the course

2008 period. For markets requiring substantial innovation
of the contract term.

capacities, such as hydrogen, energy, electronics and health-

care, approved investments amounted to 491 million euros. Stage D: between years five and seven, the contract
These strategic development drivers accounted for a third of reaches an average return on capital employed after taxes
Gas and Services investments approved by the Group. {ROCE) close to 12%, which is in line with Group chjectives.
Approved financial investments totaled 48 million euros in 2006, Stage E: after 15 years, aside from maintenance expenses
primarily representing Healthcare and Electronics acquisitions. and renewed investments, the unit is mostly depreciated. At

this point, the return on capital empioyed grows significantly.

trial and medical gas activities of Air Liquide Japan and
Osaka Sanso Kogyo (subsidiary of BOC in Japan). Due to !
a highly successful consolidation, JAG has become a major
player in the Japanese market and now employs more than

6 ROCE %
Acquisitions %7 : : :
1 ] ]
In December 20086, the Group announced the acquisition 30 ! ' '
of 100% of Japan Air Gases (JAG) for 590 million euros, of 1 : '
which it already owned 55% since 2003. Japan Air Gases 24 X ! 1
was created in January 2003 from the merger of the indus- ; : :
18— i | |
1 1 ]
1 1

et = ——— -

]
2,000 people. This new breakthrough in Japan allows JAG ;
to increase its role as a growth platform in this zone for the 0@"} — :
Group. The acquisition was approved by the anti-trust 0 1 2 3 4 5 8 8 9 10 11 12
authorities in February 2007 (this transaction was not final- Start-up and ramp-up YEAR

ized at the date of the Board of Directors),

[c) JAPAN AIR GASES ROAD TO SUCCESS IN JAPAN ‘ L /L
. T i
X T A = o
greatumn of JAG Dec- 20:; ¢ S inkjapan;
stake
N (1Y) /eundt Fhykgonth 2007 7
; — Sactor
| 121 bn ¥ g ’ﬁ]ﬁ] g S coneolidation 2006
Rovante D amaris  SYTOIES 2005
; Sy implomantation
73 bm % AL s 5% 2004 m Japan
- AL Japan n°4 ! Japan HEChina
OsKn"g) - 2003 * Half of Asian gas market & Hong Kong
* Global technology center for Oindia
2002 electronics, automobile and optics O South Korea
[ Rest of Asia
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In February 2007, Air Liguide announced the acquisition
from Linde of four joint-venture companies in the South-East
Asia:

w 50% of Soxal (subsidiary in Singapore} of which Air Liquide
already owned 50%,

m 50% of EIG (subsidiary in Thailand) of which Air Liguide
already owned 50%,

m 50% of VIG (subsidiary in Vietnam) of which Air Liquide
already owned 50%,

m 25% of Brunox (subsidiary in the Sultanate of Brunei} of
which Air Liquide already owned 25%, the rest of the capi-
tal being held by a local partner, QAF Investment.

Once these acquisitions are completed, Air Liquide will
wholly own the equity of its subsidiaries in Singapore,
Thailand, Vietnam, Indonesia and the Philippines. With these
subsidiaries, the Group is moving intc a new phase in the
high-growth zones of South-East Asia and will be able to
pursue its development in this region in a quicker and more
integrated way.

In the meantime, the Group announced the sale to Linde of :
m its 16.6% share of Malaystan Oxygen, in Malaysia,

m its 50% holding in Hong Kong Oxygen Group, based in
Hong-Kong.

On this basis, Linde will receive the sum of approximately
275 million euros. At the end of February 2007, the trans-
actions were still subject to the approval of the anti-trust
authorities.

7‘ Funding Policy

The Group’s funding policy is primarily based on the following
principles:

m diversification of funding sources and spreading of debt
maturities in order to minimize refinancing risk,

u backing of commercial paper with confirmed lines of credit,

u hedging of interest rate risk to ensure that funding costs are
in line with long-term investment decisions,

m funding of investments in the currency of the operating cash
flows generated, in arder to create a natural foreign exchange
hedge,

m centralization of funding and of excess cash, via Air Liquide
Finance, except in regions where the Group has decided to
limit its risk or if such centralization is not suitable due to mar-
ket conditions.

Notes 24 and 27 to the financial statements for the year
ended December 31, 2006 describe in detail the character-
istics of the financial instruments used by the Group as welf
as the debt structure.

AR LIQUIDE 14

7.1. Diversifying funding sources

Air Liguide diversifies its funding sources by accessing vari-
ous debt markets: commercial paper, bonds and banks. Air
Liquide relies on short-terrn commercial paper in France
through two French Commercial Paper programs up to a
maximum of 3 bilion euros, and in the United States through
a US Commercial Paper program (USCP) up to a maximum
of 1.5 billion US dollars. To cover liquidity risk relating to the
refinancing of commercial paper maturities and in accordance
with the Group's internal policy, outstanding commercial
papers are backed up with confirmed lines of credit.

In addition, Air Liquide can issue long-term bonds through its
Euro Medium Term Note (EMTN} program up to a maximum
of 4 billion euros. At the end of 2008, outstanding notes under
the EMTN program amount to 1.8 billion euros (nominal
amount), of which 1 billion euros were issued in 2004 to finance
the acquisition of the Messer activities. The Group also raises
bank debt {loans and lines of credit) and private placements.

Note 24 to the financial statements breaks down Group
indebtedness, in particular by instrument type and currency

7.2. Breakdown of net indebtedness by currency

2004 2005 2006
EUR 73% 70% 2%
ust 19% 21% 20%
JrY 6% 5% 5%
CAD 2% 2% 2%
Other currencies 0% 2% 1%
Total 100% 100% 100%

investments are funded in the currency of the cash flows
generated, thus creating a natural foreign exchange hedge.
At the Group level, Air Liquide's debt is mainly in euros and
US dollars, which reflects the weight of the euro zone and the
United States in the Group's cash flow. The breakdown of
total debt by currency is stable compared to 2005. The slight
decrease in indebtedness in US dollars is primarily due to
the impact of year-end exchange rates.




7.3. Centralization of funding and excess cash

To benefit from economies of scale and facilitate capital mar-
kets funding (bonds and commercial paper), the Group uses
a special-purpose subsidiary, Air Liquide Finance. This sub-
sidiary centralizes the Group's funding activities, essentially in
Euro zone countries and North America. As of December 31,
2006, Air Liquide Finance granted, directly or indirectly, 2,746
milion euros in loans and received 2,032 million euros in cash
surpluses as deposit. These transactions were denominated
in 9 currencies (primarily: Euro, USD, and CAD) and extended
to approximately 160 subsidiaries. Air Liquide Finance also
manages the Group's interest rate risk.

Because of the currency offsetting positions adopted by Air
Liquide Finance, these intra-group funding operations do not
generate any foreign exchange risk for the Group.

In geographical locations where the Group has decided to
limit its risk, and where market conditions permit, the sub-
sidiaries fund themselves independentty.

7.4. Debt maturity and schedule

Te minimize the refinancing risk relating to debt repayment
schedules, the Group diversifies funding sources and spreads
maturity dates over several years. This refinancing risk is also
reduced by the steady cash flow generation from operations.

The graph below represents the debt maturity schedule
(except for commercial paper backed up by credit lines). The
scale on the left shows the amount of each annual repayment
in millions of euros and the scale on the right shows the repay-
ment amounts as a percentage of gross debt. The single
largest annual maturity represents approximately 15% of
gross debt and therefore, a low refinancing risk,

500 -

300 -

- 6%

200 - Ca%

100 -4 | B// Aottt toil L -2%

0. N4 i W e
12 13
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The debt schedule
In millions of euros

{0 Bonds and private placement
@ Bank debt and finance lease

700 - -16%
600 - -14%
| - -12%
~10%

400 - |

- 8%

07 08 09 10 19 14 15 »15

The average debt maturity is 4.7 years, reflecting the spread-
ing of debt maturities over time.

The detailed debt maturity schedule is presented in note 24
to the financial statements.

7.5. Change in net indebtedness

Total net indebtedness decreased by 293 million euros to
3,447 million eurgs as of December 31, 2006 from 3,740
million euros in 2005. The decrease is due to Group’s free
cash flow generation, disposal of the interest in several com-
panigs (notably Sabine in the United States and propane
activities in Germany and Sweden) and a positive impact of
exchange rates on the Dollar and Yen portion of debt.

A detailed analysis of the change in net indebtedness is
shown in the table below,

In millions of euros

Net indebtness as of December 31, 2005 3,740
Funds provided by operations after investments,

change in working capital and others {566}
Proceeds from disposals (105)
Distributions 479
Foreign exchange impact, change in consolidation

scope and others {129)
Purchase of treasury shares (net of capital increase) 23
Variation of put aptions of minority interests 5
Net indebtness as of December 31, 2006 3,447
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The net indebtedness/equity ratio was 52.5% at the 2006
year-end {compared with 80.2% at the 2005 year-end). The
improvement in 2006 is due to the reduction in the Group's
debt and growth in shareholders' equity. The equivalent ratio
calculated using the US method: net indebtedness/(net
indebtedness + shareholders’ equity) reached 34% in 2006
compared with 38% in 2005. The financial expense coverage
ratio (operating income recurring + share of profit of associ-
ates / net finance costs) was 10.9 in 2006, compared to 9.5
in 2005.

7%

66%
60%

53% %

The Air Liquide long-term credit rating from Standard &
Poor’s has remained stable at “A+/stable” since April 2005.
The short-term rating remained unchanged: "A-1" for
Standard & Poor’s and “P-1” for Moody’s. The main indica-
tors analyzed by the rating agencies are the net indebted-
ness/equity ratio and funds from operations before change
in working capital/net indebtedness. Both. ratios have
improved in 2006.

— Net indebtedness/equity ratio

3% 2 31%

3,790
4,013
3,740

In milfions of euros
b 1 Net indebtness

3,447

3000 as of December 31
French Accounting Standards

1
2,022

H Net indebtness
IFRS as of December 31

1,730

ol L a2 %

02 03 04 05 08

The average cost of net indebtedness was 4.60% in 2006
compared to 4.40% in 2005. This slight increase is mainly due
to higher short-term interest rates, particularly for the Euro.
Cost of net indebtedness is calculated by dividing net finance
costs for the fiscal year {155.4 milion euros, excluding capi-
talized interests) by the year’s average total ocutstanding net
indebtedness. The breakdown is shown in note 24 to the
financial statements.

AIR LIQUIDE 16
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Future outlook and trends

The year 2006 demonstrates the solid long-term growth out-
look with:

a the development of the Large Industries activity, particu-
larty hydrogen as well as oxygen.

The number of projects monitored and identified as growth
opportunities rose significantly in the second half {portfolio
exceeding 2 billion euros), thus giving the Group good
medium-term growth visibility.

m the steady growth in Healthcare, particularly homecare and
hygiene,

m the continued sharp increase in Group sales in Asia, which
have accelerated compared to 2005.

This growth is derived from strong coverage in advanced
economies such as Japan, combined with sustained devel-
opment in China, South Korea and South East Asia. Al activ-
ities contributed to growth. in December, the Group also
announced that it would buy out the 45% minority share
held in Japan Air Gases by Linde. This new breakthrough in
Japan allows JAG to increase its role as a growth platform in
this zone for the Group.

Since December 31, 2008, the closing date of the most
recentty published financial statements, Air Liquide announced
the acquisition from Linde of four joint-venture companies in
which the Group already held a participation as well as the
sale to Linde of its share in both Malaysian Oxygen and Hong
Kong Oxygen Group. At the end of February 2007, the trans-
actions were still subject to the approval of the anti-trust
authorities.

w the strengthening of Air Liguide's presence in new territories:
Eastern Europe, in particular Russia, China, Middle East, etc.

One of the Group’s challenges consists of providing the nec-
essary human resources for the development of its activities
in these geographical areas.

w the Group's sustained efforts in terms of technological
research and innovation.

Considering current projects, the purchase of Linde's shares
in Japan Air Gases and the planned acquisition of certain
interests of Linde in South East Asia, the level of net debt at
2007 year end will be higher than at 2008 year end.

Based on its reinforced geographic positioning, especially in
Asia, and the strong increase in its projects portfolio, the
Group aims at improving its performance and accelerating
its growth over the coming years.

At constant currencies and energy prices, Afr Liquide targets
to grow progressively over the 2007-2011 period between
+8 and +10% per annum in revenue. This should lead to
a +10 to +13% per annum increase in net profit.

For 2007, the Group’s goal is to reach double-digit growth in
net profit.

17 AR LIQUIDE
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Ten year consolidated financial summary

In mittions of euros

Key figures
Revenue 58513 6,087.6 6,537.7
of which Gas and Services 4,953.9 5,194.2 5,694.0

Operating Income Recurring m 782.5 B47.6 935.0
Net profit (Group share) 4711 5156.6 562.7
Cash flow from operating activities before changes in working capital @) 1,013.5 1,156.5 @ 1,308.4
Purchase of property. plant and equipment and intangible assets 1,173.2 1,2225 1,120.4
Acquisition of subsidiaries and financial assets 895.3 211.6 308.0
Distnbutions @ 179.4 205.2 221.7
Shareholders' equity at the end of the period 41715 4,346.9 4,926.8
Net indebtedness at the end of the period 1,258.6 1,676.8 2,432.7
Share capital

Number of shares issued and outstanding 73,156,045 82,921,825 82,862,583
Adjusted number of shares 2 124,572,668 124,575,970 124,028,467
Key figures per share in euros

Basic earnings per share &) 3.78 414 4.54
Dividend per share 2.38 2.40 2.60
Total dividend (including tax credit until 2003} 3.57 3.60 3.80
Dividend adjusted per share 1.39 1.59 1.72
Ratios

Return on equity (ROE) ® 11.9% 12.1% 12.1%
Return on capital employed after tax (ROCE) 0 10.5% 10.1% 9.6%
Surplus dividend :

Since 1995, a surplus dividend equal to 10% of the dividend has been distributed to shareholders with registered shares held for
more than two years as of the 31st of December preceding the period of distribution, and owned until the date of the payment
of the dividend.

In 2008, the surplus dividend amounts to 0.40 euro per share (no dividend tax credit included), representing a total amount of 12.5
miliion euros.

(1) Operating income from 1997 to 2004.

{2) Funds provided by operations from 1997 10 2004 {before adjustments on profit / loss on disposal of fixed assets),

(3) Without withholding tax of 8.7 million euros in 2003, 83.9 million suros in 2002, 68,0 million in 2001, 36.1 million in 2000, 26.2 milion in 1999, 19.2 million in
1698, and 13.6 million in 1997. and including a surplus dividend of 12.5 million in 2006, 10.4 millicn in 2005, 8.1 milicn suros in 2004, 7.8 milion euros in 2003,
7.8 million in 2002, 7.5 million in 2001, 7.5 milion in 2000, 6.3 million in 1999, 6.1 milion in 1998 and 5.5 milion in 1897,

{4} Adjusted to account for the weighted number of shares outstanding resufting from stock dividends {declared in 2008, 2004, 2002, 2000 and 1998), stock offer-
ing (from 1997 to 2006) and treasury shares.

(5) Calculated on the adjusted weighted number of shares outstanding during the year {excluding treasury shares}.

(6) Return on equity : (Net profit Group share} / (weightad average of shareholders* equity).

(7) Return on capital employed after 1ax : {Net profit atfer tax before minority interests - financial income (expense) after 1axes) / weighted average of (shareholders’
equity + minority interests + net indebtedness).

(8) Excluding the net capital gain on the disposal of hydrogen peroxide business of 38.3 million euros.

AIR LIQUIDE 18
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8,098.5 8,328.3 7,900.4 8,393.8 9,376.2 9,428.4 10,434.8 10,948.7
7,136 7,256.7 6,887.0 7,388.5 8,275.2 8,275.2 9,147.7 9,628.0
1,116.0 1,177.6 1,161.8 1,196.0 1,276.9 13746 1,517.6 1,669.2
651.8 701.9 703.2 725.6 777.5 780.1 933.4 1,002.3
1,564.3 1,627.4 1,514.1 1.5642.2 1,694.9 1,691.7 1,804.8 1,880.3
910.2 769.8 632.8 746.8 875.4 901.0 975.2 1,128.2
104.8 3324 306.9 74.9 2,858.5 2,858.5 76.2 723
281.8 2081 330.5 327.5 391.2 3n.2 432.1 497.0
5,285.9 5,353.3 5219.3 5,079.2 53736 4,916.3 5,930.5 6,285.8
2,280.3 2,683.5 20223 1,730.2 3,790.3 4,012.5 3,739.8 3,446.6
91,429,644 90,821,483 100,818,441 99,912,917 109,180,823 109,180,823 108,538,475 121,149,189
123,702,416 122,073,810 120,686,085 119,745,308 118,088,464 118,988,464 118,778,764 120,038,567
§5.27 5.75 5.83 6.06 6.53 6.56 7.86 835
3.00 3.20 3.20 3.20 3.50 3.50 3.85 4.00
4.50 4.80 4.80 4.80 3.50 3.50 3.85 4.00
219 2.33 263 2.63 3.18 3.18 3.49 4.00
12.8% 13.2% 13.4% 14.1% 14.9% 16.3% 17.2% 16.4%
10.5% 10.7% 10.8% 11.6% 11.3% 11.8% 11.7% 11.9%
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Corporate governance

At the Combined Shareholders’ Meeting on May 10, 2006 it was decided to modify the Company’s management structure by
adopting the legal regime of a joint stock company with a Board of Directors (société anonyme a conseil d'administration). It
appointed eleven members to the Board of Directors.

After the Combined Shareholders’ Meeting, the Board of Directors met in order to determine the general management organiza-
tion by appointing a Chairman who also assumes the position of Chief Executive Officer. In addition, it appointed two Senior
Executive Vice-Presidents. In keeping with the Air Liquide tradition, it was decided that the Chairman would alsc assume the role
of Chief Executive Officer so as to promote in particular, a close relationship between its executive managers and shargholders.
At the same time, new internal regulations were adopted, the main provisions of which aim to sustain compliance with the cor-
porate governance principles to which Air Liguide has always been attached. Hence, a certain balance in the relations between
Executive Management and the Board of Directors was maintained particutarly by limiting the powers of the Chief Executive Officer,
the approval of the Board of Directors being required for major transactions. The Board also set out to maintain a high degree of
transparency by adopting principles of professional conduct, separating the issues of appointments and remunerations, now
entrusted to two separate committees, it being agreed that the Chief Executive Officer may not attend any committee meetings
relating to him personally, and appeinting an independent chairman to be the head of each committee.

Report from the Chairman of the Board of Directors
Preparation and organization of the work of the Board of Directors

The principles governing the professional ethics of directors,
and the composition, role and operating procedures of the
Board and its committees were determined in the internal reg-
ulations adopted by the Board in May 2008 following the
adoption of the new Articles of Agsociation.

Professional ethics of directors
In accerdance with the recommendations presented in the
AFEPMEDEF report of October 2003, the Board decided to reit-
erate the main obligations imposed on directors in the internal
regulations.

The directors represent all the shareholders and shall act in all cir-
cumstances in the Company's best interests.

Each director undertakes to meet the chligations imposed upon
him by the Articles of Association and the various legal, regula-
tory, corporate or internal provisions and, more specifically, the
internal rules relating to the prevention of insider trading or the
obligations to report transactions involving the Company’s
shares.

Each director undertakes to notify the Board of any conflict of
interest with the Company and to refrain from voting in the cor-
responding deliberation. Each director is bound to an obligation
of secrecy.

Each director shall strive to take part in all meetings of the Board
and its committees, and attend the Shareholders’ Meetings.

AR LIGUIDE 20

Each director shall keep himself informed and devote the time
and attention required to perform his duties.

Under the Company’s Articles of Association, each director must
hold at least 500 registered shares in the Company.

Composition of the Board of Directors

As of December 31, 2006, the Board of Directors is comprised
of 11 mernbers appointed by the Shareholders’ Meeting of May
10, 2006 for a term of 4 years, except for the former members
of the Supervisory Board, who were appointed for their remain-
ing term of office, in accordance with the overapping principle.

The internal regulations stipulate that:

"members are chosen for their skills, their integrity, their
independence of mind and their determination to take into
accourtt the interests of afl shareholders.

The cornposition of the Board of Directors shall reflect
diversity and complementarity of experience, nationalities
and cuftures, including a significant number of executive
managers or former executive managers, the Board of
Directors shall look for persons possessing skills in the
following areas: marketing, services, industry, finance,
health, research and technology.”




The internal regulations include guidelines, atthough not writ-
ten in stone, for the Board’s compaosition, particularly in
terms of number, the balance between (former) executives
and external members, the duration of the terms of office (4
years, renewal overlapping principle, limiting the proportion
of members with mare than 12 years of office to one third),
age (limiting the proportion of directors over 65 to 50%, no
proposed renewal for the term of office of external mem-
bers over 67} or the proportion of independent members,
thus aiming to comply with best practices in terms of cor-
porate governance.

In accordance with the recommendations presented in the
AFEP/MEDEF report of October 2003, the internal reguiations
define the criteria applied within the Company to assess the
independence of Board members,

"A member of the Board of Directors is independent when
he/she has no refationship of any kind with the Company,
its Group or its management which may interfere with
his/her freedom to exercise his/her judgment.

In this spirit, the criteria which may provide guidance to the
Board in order to classify a member as independent will be
as foflows:

m he/she is not and has never been an employee or mem-
ber of the executive management of the company,

w he/she does not hold office as Chairman, Chief Exacutive
Officer, Chairman or member of the Management Board of
a company in which the Chairman of the Board of
Directors, the Chief Executive Officer or a Senior Executive
Vice-President of Air Liquide is a director or member of the
Supervisory Board,

a he/she must not have any business relations with the
Air Liquide Group which represent a significant part of
the business activities {j) of the company of which the
director is @ member of the executive management or (i)
of Air Liquice,

m he/she does not have any close family links with the Chiaf
Executive Officer or a Senfor Executive Vice-President.”

The c¢riteria are mainly based on the aforementioned
AFEP/MEDEF report. However, the Board did not consider
that terms of office exceeding 12 years would disqualify a
member from being independent. Conversely, former employ-
ees or officers of the Company may not be considered as
independent even if the termination of their term of office goes
back more than & years. An assessment of the independence
of the members is carrfed out once a year by the Board. To
support its analysis, the Board examines a chart summariz-
ing the purchases and sales implemented during the previous
year between companies of the Air Liquide Group and comn-
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panies of the Group within which an Air Liquide director also
holds a term of office. Such figures are weighted against the
total purchases and sales of each group to measure their sig-
nificance. For the year 2008, such chart shows that the sales
of the Air Liquide Group to any of the groups concerned or
the overall purchases of the Air Liguide Group from any of
these groups are below 0.5% of the overall sales or purchases
of the Group. Following such analysis, the Board determined
that, as of December 31, 20086, the following members are
independent: Béatrice Majnoni d'Intignano, Lindsay Owen-
Jones, Thierry Desmarest, Comnelis van Lede, Gérard de La
Martiniére, Rolf Krebs, Thierry Peugect and Paul Skinner.
Thus, eight of the eleven members of the Board of Directors
are independent.

Role of the Board of Directors -
Relationship with Executive Management

In connection with the legat provisions governing the role of
the Board of Directors, all the provisions of the Articles of
Association adopted by shareholders and supplemented by
the internal regulations aim to grant the Board of Directors the
review and decision-making powers for important issues con-
cerning the Company.

Accordingly, the internal regulations define the specific
powers legally attributed to the Board of Directors
{particularly regarding the choice of company officers, the
terms and conditions governing the remuneration and
performance of their duties, the convening of the
Shareholders’ Meeting, the determination of the agenda and
draft resolutions, the preparation of the financial statements
and annuat management report, the drafting of its operating
procedures, formation of committees, distribution of
directors’ fees etc.) and the powers granted to it by the
Shareholders’ Meeting (particutarly with regard to the
granting of stock options, issues of marketable securities,
share buyback program).

At the same time, in an effort to find a correct balance, it
was decided to renew the former rules limiting the powers
of Executive Management by adapting them to the new
organization. The internal regulations thus specify thresh-
olds, above which certain key decisions require prior author-
ization by the Board of Directors, in accordance with Article
13 of the Articles of Association:

a sureties, warranties and guarantees above a unit amount of
80 million euros or for an annual combined amount above 250
miflion euros,
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m external sales or contributions (to non-controlled compa-
nies) of equity interests or branches of activity, mergers, spin-
offs or partial business transfers, completed above a unit
amount of 150 miliion euros or for an annual combined
amount, for each of these categories of transactions, above
300 million euros; external sales or contributions of real estate
assets above a unit amount of 80 million euros or for an
annual combined amount above 150 millien euros,

m pledging collateral above a unit amount of 80 million euros
or for an annual combined amount above 150 million euros,

= commitments for investments, external acquisitions, or sub-
scriptions to share capital increases above a unit amount of
250 million euros or for an annual combined amount above
400 million eurcs,

m financing operations involving sums that could substan-
tially change the Group's financial structure,

= any transaction that could substantially change the Group's
strategy.

Furthermore, the Board shall be notified prior to any funda-
mental information system review resulting in costs of more
than 250 million euros.

Functioning of the Board of Directors

The internal regulations specify the Board’s operating proce-
dures:

Notification of directors: the internal regulations define the
standard list of information that is regularly presented to the
Board and sent prior to or between meetings, its frequency
and the rules for preparing meetings by sending a file of meet-
ing documentation dealing with key items on the agenda. In
accordance with the practices specific to dual structures
implemented when the Company operated with Managerent
and Supervisory Boards, it was decided to continue pre-
senting a quarterly report on the Company’s management to
the Board of Directors.

Conduct of meetings: the internal regulations define the
frequency of meetings and the rules of convocation and par-
ticipation by video-conference or telecommunications.

Formation of committees: the internal regulations define the
purpose and operating procedures of the three committees
(see below).
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Training measures: the internal regulations stipulate that
training measures relating to the Company's businesses are
offered to directors, particularly through site visits or meetings
with senior executives. More particularly, information on the
Group's accounting, financial and operational specificities is
offered to members of the Audit and Accounts Committee.

Rules of appraisal: the internal regulations stipulate that, in
accordance with previous practices,

“the Board will ensure that an evaluation is carried out pen-
odically of fts composition, its organization and its function-
ing as well as those of its committees. An update will be
made by the Board on this topic once a year and a for-
mal evaiuation will be carried out under the authority of the
Chairman of the Board of Directors every three years.”

Pursuant to the formal appraisals carried out in 2002, 2004
and 2005 by the Supervisory Board, the functioning of the
Board of Directors and its committees is currently being
assessed. An individual assessment questionnaire with a spe-
cific section allowing committee members to specifically com-
ment on each committee's operations was submitted to each
member. The summary of responses and proposed measures
will ba presented to the Board in May 2007 at the end of the
Board of Directors' first year of operation.

An internal memo on the prevention of insider trading outlines
the legal and regulatory obligations governing the directors;
it also sets the limits for dealing in Company shares by defin-
ing abstention periods during which members may not trade
in those shares.

The directors were duly informed of their registration on the
list of permanent insiders drawn up by the Company in accor-
dance with prevailing legislation.

Furthermore, internal memos are regularly updated, remind-
ing directors of the obligations to report any transactions
involving the Company’s shares.

The main laws applicable to directors are included in the man-
ual for members of the Board of Directors updated annually
and most recently in June 2006.




The Board’s work in 2006

In 2006, the Board of Directors met 4 times and the
Supervisory Board, once prior to the medification in the man-
agement structure, with an attendance rate of 95%.

The Board dealt with a variety of matters related to the follow-
ing areas:

Monitoring of the Group’s day-to-day management,
particularly by

m reviewing the quarterly activity reports presented by
Executive Management; reviewing the consolidated and
Company annual and bi-annuat financial statements in the
presence of the statutory auditors; analyzing the dividend
distribution policy and the autherization to grant one bonus
share for ten existing shares in 20086,

m reviewing the minutes of committee meetings,

m exercising its decision-making powers, in particular with
respect to the investments necessary for industrial projects or
external growth, the development of financing capacity, the
authorization of specific projects, the share buyback program,
the cancellation of shares or the stock options program,

m reviewing corporate documents: responding to applica-
tions from the Works Council, and reviewing the social report
and forward-planning documents,

= preparing the Annual Shareholders’ Meeting (agenda,
draft resolutions, annual management report). At the begin-
ning of 2007, the Board decided to submit the proposed
nominal share split to the vote of the shareholders.

Monitoring of the Group’s main strategies
on significant issues

With regard to the presentations made by Executive
Management and certain senior executives, the Board of
Directors closely considered the research programs {(June),
the human resources strategy and policy (June), the Large
Industries strategy and major contracts (September), the devel-
opment of the Group's activities in the Middle East (Septemben),
the strategy to develop the Group's activities in terms of Health
(November), and the financial policy (November).

Corporate governing bodies
Concerning Executive Management;

m the Board set up the new management team,

m the Board determined the remuneration policy applicable to
the newly appointed members of Executive Management.
This policy includes:
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- a short-term component, comprising a fixed portion, relat-
ing to the level of responsibility and experience in the man-
agement position and a variable portion that currently includes
three components: two guantified components representing
a majority share of the variable remuneration, including one
based on the growth of net earnings per share and the other
on the return on capital employed after tax (ROCE), and a third
compoenent based on individual qualitative objectives, taking
into account in 20086, factors such as structure change man-
agement, implementation of the new organization, efficiency
schemes support and development in new territories. The
corresponding formulas were determined by the Board of
Directors at its May meeting which set up the new manage-
ment team and determined the remuneration terms and con-
ditions for 2006; at the beginning of 2007, the Board
assessed the performance of the members of Executive
Management, set the variable remuneration applicable to
these members tor 2006 together with the fixed remuneration
and the principles applicable to the variable portion for 2007.

- g long-term incentive, in keeping with the interest of share-
holders, by granting share subscription options.

The granting of options is examined with respect to the total
annual compensation of the company officer or director by
taking into account several external market surveys and
respecting the interest of shareholders. The allocation, exam-
ined by the Remunerations Committee at the same time as
the allocation plan for Group employees and approved by the
Board of Directors, is conducted as part of annual plans,
approved at pre-defined periods, in the form of share sub-
scription options granted without a discount. In accordance
with the law, the Board of Directors will be responsible for
defining the shareholding rules applicable to Cormpany officers
for the 2007 option allocation plan.

(for more information, see page 42).

- other conditions governing the terms of office of managers.
On the appointment of Benoit Potier, Jean-Claude Buono and
Klaus Schmieder to their new functions in May 2006, the
Board defined, by mainly adopting the previously applicable
conditions, the conditions governing retirement, death, dis-
ability and related benefits, and the compensation for the
termination of the duties of the three senior company officers,
in accordance with the related party agreements procedure
(see the special auditors’ report shown on page 183). These
agreements, very similar to the agreements entered into pre-
viously and approved by the shareholders at the time, shall
once again be submitted for approval of the Shareholders’
Meeting on May 9, 2007.
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All the various remuneration components proposed by the
Remunerations Committee and approved by the Board of
Directors take into account several external analyses, the
interest of shareholders pending steady performance and the
motivation of the relevant managers.

Concerning the Board of Directors itself:

» the Board adopted its internal regulations and appointed
Lindsay Owen-Jones as Vice-Chairman. The Board also
renewed the terms of office of the former members of the
Committees of the Supervisory Board and appointed Sir
Lindsay Owen-Jones as Chairman of the Appointments
Committee and the Remunerations Committee. It also
appointed Cornelis van Lede to these two committees.
Independent directors now chair and make up more than two-
thirds of each committee,

m the Board proposed to renew the terms of office of Gérard
de La Martinigre and Cornglis van Lede that are due to expire
at the Shareholders' Meeting on May 2007. it examined and
approved the renewal of the term of office of Gérard de La
Martiniére as Chairman of the Audit and Accounts Committee
as of such date. It also decided to renew the term of office
of Cornelis van Lede as member of the Appointments
Committee and the Remunerations Committee at the end of
the Shareholders’ Meeting,

m the Board assessed the independence of each of its mem-
bers,

a the Board decided to modify as from May 10, 2006, the pro-
cedure for distributing the directors' fees authorized by the
Shareholders' Meeting between its members. The new forrmula
includes a fixed component together with a variable remuner-
ation based on lump-sum amounts per meeting determined in
advance and offers a high degree of simplicity and ctarity. It
includes a specific compensation for non-resident members
(see breakdown page 36),

» the Board began assessing its operations.

Several days prior to each of the Board's meetings, a file of
meeting documentation dealing with key items on the agenda
is sent aut to Board members. Every meeting includes a
detailed presentation by the members of Executive
Management on all agenda items. On specific issues, mem-
bers of the Executive Committee are regularly asked to pro-
vide their input. In addition, the statutory auditors are involved
in meetings where financial statements are reviewed.
Presentations give rise to questions and discussicns before
resolutions are put to a vote. Detailed written minutes are sent
to members for review and comment before being approved
by the Board of Directors at the next meeting.
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The Committees
The Board of Directors has set up 3 Commitiees:

The Audit and Accounts Committee

As of December 31, 2006, the Audit and Accounts
Committee had four members: Gérard de La Martiniére,
Chairman of the Committee, Edouard de Royere, Béatrice
Maijnoni d'Intignano and Rolf Krebs. Of the four Committee
members, three are independent. The Chairman is independ-
ent. The committee members combine experience in busi-
ness management with economic and financial expertise. A
former finance inspector, former general secretary of the COB
{GCommission des Qpérations de Bourse) and former member
of the Management Beoard and General Director of Finance,
Cantrol and Strategy of the AXA Group, Gérard de La
Martiniére provides the committee with his extensive finan-
cial expertise and knowledge of stock market regulations.

Composition and purpose as defined in the Company’s
internal regulations

The Audit and Accounts Committee must be comprised of
between three and five members of the Board of Directors and
at least two-thirds of its members must be independent.

Tasks

“The purpose of the committee Is fo prepare the decisions
to be taken by the Board of Directors by examining the fol-
lowing issues and reparting on them to the Board:

By receiving reports:

jointly and separately, in order to compare and combine
different points of view, from:

m the Finance, Administrative and Legal Divisions,

m the Internal Audit Managernent,

m the external auditors.

Concerning the following points:

s existing organization and procedures in the Group,
a their actual functioning,

u how the financial statements and the accounts are
drawn up.

in order to reach:

by comparing and combining the points of view collected
and using their business judgment based on professional
experience, a reasonable judgment conceming:

1. Accounts and accounting principles used (their con-
formity in relation to the reference standards, a fair and
camplete reflection of the Group's situation, transparency,
readability, consistency over time).

2. Existence and functioning of control organizations and




control procedures adapted to the Group, making it rea-
sonably possible to identify and manage the risks incurred
and to report on them.

3. Organization of the internal audit function, the plans for
assignments and actions in the interal audit field, the find-
ings of these assignments and actions and the recommen-
dations and ensuing measures taken.

4. Choice and renewal of the external auditors, review of
the tendering process, opinion on the sefection of exter-
nal auditors and the rotation of audit partners, review of
proposed fees, information on the overall fees paid indicat-
ing the amount of fees paid for non-audit services.

The Committee;

1. collects the observations of the executive management
on these various issues.

it hears the Chief Executive Officer or Senior Executive
Vice-Presidents at the committee’s request or at the
request of the persons concerned.

2. reports to the Board of Directors on its work, informing
it of any problemns that may be encountered, observa-
tions made to the executiva management and progress
made in relation to these observations.”

The Committee meets in principle three times a year, and
always before the Board meetings held to review the annual
or interim financial statements. An initial verbal report is given
to the Board by the committee chairman. A written report of
the meeting, approved by the committee members, is trans-
mitted to the directors. The committee may ask to convene
the Group's employees. It may meet the statutory auditors
or members of the Internal Audit Department in person. It may
call on external experts for assistance.

The Committee's work in 2006

The Audit and Accounts Committee met three times within
the Board of Directors, and once within the Supervisory
Board, with an effective attendance rate of 92%.

= The Committee reviewed the consolidated and Company
annual and interim financial statements and, more particularty,
analyzed provisions, other operating income and expenses, cash
flow, taxation, and off-balance shest items. The Committee
closely considered the accounting regulations governing intan-
gible asset and property, plant and equipment valuation tests,
option valuation and employee-related commitments.

a The Committee also heard the conclusions of the statu-
tory auditors on the financial statements.

m it was also regularty reported to the Committee on the main
assignments carried out by the Internal Audit Department,
the follow-up of any corrective actions taken and the Internal
Audit Department's main assignments for the forthcoming year.

Management Report

m Al the beginning of the year, the Committee reviews the
statutory auditors’ fees in respect of the prior year.

a In addition, the Committee received specific presentations
on the following matters: risk management {June, September),
the roll-out of the information system common to the Group's
entities in Europe (June), certain accounting methodology
issues (Junej, the implementation of the financial policy
(November), tax risks {November) and main litigation
(November), pension valuation {November), option plan man-
agement {(November), and the Group’s main principles of
action (November).

m Several days prior to each meeting, a file of meeting docu-
mentation is sent to Committee members. Each Comemittes
meeting is preceded by a preparatory meeting attended by
the Committee Chairman assisted by the Committee secre-
tary, a member of Executive Management, the Finance and
Accounting Director, the Internal Audit Department Director
and the Group executives who will make presentations to
the Committee meeting. During the meeting, presentations
are made in the presence of a member of Executive
Management either by the Finance Director, the Internal Audit
Department, the management executive expert in the area
under discussion or the statutory auditors. Presentations are
followed by discussion. A verbal, then a written report of each
meeting is prepared for the Board of Directors.

a The Committee Chairman regularly meets alone with the
Internal Audit Department Director and the statutory auditors
in the absence of members of Executive Management. He
receives the internal audit report summaries.

m Following the summary of the appraisal process carried out
at the beginning of 2006, and in accordance with the recom-
mendations presented in the AFEP/MEDEF report of October
2003, the decision was made to bring forward the dates of the
committee meetings held to review the financial statements.
The February 2007 meeting was held 2 days prior to the review
of the annual financial statements by the Board.

As from May 10, 2006, the decision was made to entrust
the issues relating to appointments and remunerations o two
separate committees.
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The Appointments Committee

As of December 31, 2008, the Appointments Committee had
four members: Lindsay Owen-Jones, Chairman of the
Committee, Alain Joly, Thierry Desmarest and Cornelis van
Lede. Of the four Committee members, three are indepand-
ent. The Chairman is independent.

Composition and purpose as defined in the Company’s
internal regulations

The Appointments Committee must be comprised of three or
four members of the Board of Directors and the majority of its
members must be independent. The Chairman and Chief
Executive Officer may not attend any committee meetings
relating to him personally. The Committee meets in principle
twice a year. The conclusions of committee meetings are
presented by the Committee Chairman for discussion and
decision-making at the next Board of Directors’ meeting.

Tasks

“1. Concerning the Board of Directors:

n Make proposals to the Board of Directors for renewal and
appointment of directors. This committee looks for new
members on the basis of its evaluation of the needs and
developments expressed by the Board of Directors.

a Make proposals to the Board of Directors for the creation
and composition of Board committees.

w Periodically evaluate the structure, size and composi-
tion of the Board of Directors and submit to it recommen-
dations regarding any potential change.

» The committee periodically reviews the criteria applied by
the Board to classify a director as independent, once a
year, it examines, on a case-by-case basis, the situation of
each director or each candidate for the duties of directors
in fight of the criteria applied and makes proposals to the
Board of Directors.

2. Concerning the Chairman and Chief Executive Officer
or the Chief Executive Officer, as the case may be:

m Examine, as necessary and, in particular at the time of
expiration of the term of office concerned, the renewal of
the term of office of the Chairman and Chief Executive
Officer, or the terms of office of both the Chairman and of
the Chief Executive Officer. It alsc examines, if necessary,
the question of whether or not it is appropriate to con-
tinue to combine these duties (or to separafe them).

m Examine the changes in these duties and provide for
solutions for their renewal, where applicable.

» Examine periodically developments with regard o the
Senior Executive Vice-Presidents, hear the Chairman and
Chief Executive Officer (or the Chief Executive Officer} on
the needs and the potential proposals for their replacemernt.
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m More generally, ensure that it is kept informed by the
Chairman and Chief Executive Officer (or the Chief
Executive Officer} of planned changes in executive man-
agement resources (and, in particular, the Executive
Committes).

The committee can request the assistance of outside
experts if necessary. The company shall provide the com-
mittee in such a case with the corresponding funding.”

The Committee’s work since May 10, 2006

The Appointments Committee met once between May 10 and
December 31, 2006 with an effective attendance rate or
attendance rate by telephone of 100%. [t has also met twice
since the beginning of fiscal year 2007,

The Board reviewed the composition of the Board of Directors
and presented its conclusions to the Board of Directors which
approved the proposals to renew the terms of office of Gérard
de La Martiniere and Cornelis van Lede presented to the
Shareholders” Meeting on May 9, 2007. In this context, the
Committee also examined the renewal at the end of the
Shareholders’ Mesting of the term of office of Gérard de La
Martiniére as Chairman of the Audit and Accounts Committee
and presented its conclusions to the Board. Based on the
Committee’s recommendations, the Board decided to renew
his term of office as of May 2007. It alsc decided to renew the
term of office of Cornelis van Lede as member of the
Appaointments Committee and the Remunerations Commitiee
as of such date. The Committee adopted its work schedule
for 2007.

The Committee examined the new organization of the man-
agement team presented by Benoit Potier.

The Committee also reviewed the personal situation of each
member of the Board with regard to the independence crite-
ria defined in the internal regulations and presented corre-
sponding proposals to the Board.

The Remuneration Committee

As of December 31, 2008, the Remuneration Committee had
four members: Lindsay Owen-Jones, Chairman of the
Committee, Alain Joly, Thierry Desmarest and Cornelis van
Lede. Of the four Committee members, three are independ-
ent. The Chairman is independent.

Composition and purpose as defined in the Company's
internal regulations

The Remuneration Committee must be comprigsed of three or
four members of the Board of Directors and the majority of its
members must be independent. The Chairman and Chief
Executive Officer may not attend any Committee meetings




relating to him personally. The Committee meets in principle
twice a year. The conclusions of Committee meetings are pre-
sented by the Committee Chairman for discussion and deci-
sion-making at the next Board of Directors’ meeting.

Tasks

“Pursuant to the internal regjulations, the purpose of the
Remunerations Committee is to:

m "Examine the performance and all the components of
remuneration including stock options, or other forms of
deferred remuneration, pension plans and, in general, the
conditions of emplaoyment of the Chairman and Chief
Executive Officer or both the Chairman and the Chief
Executive Officer as well as the Senior Executive Vice-
Presidents and make the corresponding recommendations
to the Board of Directors.

m Propose, where applicable, the remuneration of the Vice-
Chairman or Vice-Chairmen.

m Exarmine the remuneration and retirement policy applied
to Executive Management (Executive Committee).

m Examine the proposals by the Executive Management
concerning the granting of stock options and other incen-
tive systems related to the share price to other Group
employees and propose their granting to the Board of
Directors.

m Examine and propose to the Board of Directors the alffo-
cation of directors’ fees among Board members.

The Committee can request the assistance of outside experts
if necessary. The Company shall provide the Committee, in
such a case, with the corresponding funding.”

The Committee’s work since May 10, 2006

The Remuneration Committee met once between May 10 and
December 31, 2006 with an effective attendance rate or
attendance rate by telephone of 100%. It has also met once
since the beginning of fiscal year 2007.

The Committes reviewed the directors’ fee distribution formuta
and recommended a new formula to the Board.

The Committee reviewed the performance of Executive
Management members and communicated its conclusions to
the Board of Directors. The Committee submitted proposals
to the Board of Directors for the setting of the variable remu-
neration of Executive Management members for fiscal year
2006, based on the financial results and individual perform-
ance appraisals. It made proposals regarding the fixed remu-
neration and the formula used to calculate the variable
remuneration of Executive Management members for fiscal
year 2007. {for more information, see page 34).

Management Report

The Committee heard reports on the medium/long-term
incentive scheme.

The Committee reviewed the plan covering retirement
benefits, death, disability and related benefits, and
termination benefits applicable to its company officers in
relation to market practices.

On all the above issues, the Committee endeavored to take
into account the “Recommendations concerning compen-
sation of executive corporate officers of listed companies”
published by AFEP/MEDEF in January 2007.
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Internal control procedures instituted
by the Company

The Internal Audit Department Director was requested to
compile the elements of this report by the Chairman and Chief
Executive Officer.

These elements were presented to Executive Management
which judged them compliant with existing Group measures.

They were also presented to the statutory auditors in order
to allow them to prepare their own report, as well as the Audit
and Accounts Committee and the Board of Directors.

Objectives

Internal control procedures form part of the Group policies
defined by the Company and are included in the “Principles
of Action.” Their application must be implemented by each
entity according to the local specificities. These Group poli-
cies refy on standards, charters or rules, and may also include
practices and indicators.

The Group policies aim to;
m ensure that the activities and conduct of its members:

- comply with laws and regulations, internal standards and
applicable best practices,

- comply with the objectives defined by the Company, espe-
cially in terms of risk prevention and management policies.

w verify that all financial information communicated either inter-
nally or externally gives a true and fair view of the situation and
activity of the Group.

Internal control procedures in and of themselves, as with other
assurance procedures, cannat provide an absolute guaran-
tee that ali risks have been fully eliminated.

In 20086, the Group continued its measures to improve the
quality of internal control, with in particular:

a the formalization of Group “Principles of Action” for each
major area (shareholders, customers, employees, stc.). These
“Principles of Action” reaffirm the Group's values, identify the
main policies and specify the key indicators used to meas-
ure their correct assimilation by the various crganizations.
They form a basis of the internal control processes within the
Group,

m broad deployment of the most recently documented and
updated policies, particularly IMS aiming to optimize security
and reliability,
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m the roll-out of an integrated information system (ERP) for
industrial gas activities in major European countries in order
to reinforce the integration of activities and the harmoniza-
tion of certain processes,

m reinforced communication of audit reports and follow-up of
action plans that rely on documented work programs and
standardized presentation formats.

Risk management

To ensure the continued development of its activities, the
Group must actively pursue an approach to prevent and man-
age the risks (especially industrial and financial risks) to which
it is exposed.

In terms of the Group’s business activities, industrial risk man-
agement must essentially focus on prioritizing safety and
security while maintaining permanent focus on the reliability of
installations.

Financial risk management requires strict contral over invest-
ments, combined with rigorous practices regarding the
accounting and financial aspects of the activities.

Within this context, since 2004 the Group has increased doc-
umentation related to its risk management policy, which is
supported by:

o the identification of the different forms of risk encountered
by the Company during the pursuit of business activity,

the implementation of certain procedures and controls to
manage these risks along with measures to mitigate potential
financial impacts,

o the regular review of this risk management policy by
Executive Management, which, in turn, provides regular
updates to the Audit Committee and the Board of Directors.

In 2008, the Group continued to document the elements of
the significant risk management processes (particularly for
legal, operating and financial risks).




Control environment

The control environment is an important element in effective
risk management.

It is primarity based on a highly consistent Group strategy, of which
the main driving force is the internal growth of its activities.

This strategy is relayed through management which centers
on medium-term cbjectives that are categorized by business
activity, as well as through a steering process based on annual
budgetary objectives, which are further categorized down to
the individual plan level.

The control environment also depends on the strict control
of Group investments, notably with:

m 3 centralized, in-depth review (above certain thresholds) of
investment requests and the medium and long-term contrac-
tual commitments which may arise there from,

w control of investment decisions practiced through the spe-
cific follow-up of the authorizations granted,

m a comparative analysis of investment profitability (for the most
significant) prior to, and subsequent to, their execution.

The control environment is strengthened by the independence
of four key control bodies which report to Executive
Management:

= the Strategic Control Department, which monitors objec-
tives on the basis of budgetary statements consistent with
accounting reporting,

m the Finance and Administration Department which
ensures:

- the reliability of accounting and financial information,

— Group financtal risk management.

a the Internal Audit Department, which verifies the effec-
tive application of internal control procedures in the framework
of audits carried out according to a defined program pre-
sented to the Group’s Audit and Accounts Committee. This
program is developed based on risk analysis and is regularly
followed up by the Audit and Accounts Committee itself,

u the Legal Department which identifies legal risks, issues
internal guidelines and codes, and then oversees proper
implementation,

The Internal Audit Department largely relies on methodology and
operating processes that have been redefined and harmonized
since 2004 in order to improve the visibility of audits performed.

Audit reports are widely distributed (up to the Executive
Management level) and systematically supplemented by cor-
rective action plans.

The audit reports, as well as subsequent follow-up reports,
are the subject of various direct communications and dis-
cussions between the Internal Audit Department and the
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Company's statutory auditors.

Finalty, the control environment is completed by a framework
of defined autherization and delegation limits:

a from Executive Management to members of the Executive
Committee and certain central department executives, in
order to define their power related to commitments and pay-
ments for commercial operations (sales or purchases),

n from Executive Management to certain executives in charge
of industrial sites, in order to ensure the prevention and con-
trol of industrial risks,

m from Executive Management to certain financial execu-
tives, in order to ensure the security of transactions and finan-
cial flows. The managers of the various Group subsidiaries
exercise their duties under the control of the Board of
Directors and in accordance with laws and regulations.
They make sure that the policies and practices instituted are
consistent with Group objectives, while being in accordance
with the specific requirements of local law.

Internal control procedures

Procedures have been established and communicated by the
Company to ensure that primary risks are addressed by the
various entities in accordance with Group objectives.

The main proceduras aim:

a To ensure the safety and security of employees,
products and installations, as well as the reliability of
operations with a respect for the rules and regulations
for accident prevention:

In 2004, the Company realigned the multiple Group policies
refated to safety and risk management.

A new Industrial Management System {IMS), designed to
strengthen the overall process of safety and risk management,
was defined and formalized in a guide distributed to all Group
entities.

The implementation of the IMS, which was first rolled out to
certain pilot sites in 2004, was extended to some 101 sub-
sidiaries and departments in 2006, representing 89% of Group
sales and employees. The Executive Committee receives reg-
ular updates on the implementation of this program.
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The IMS is based on:

m empowerment of the management bodies governing the
Group's various entities for the effective implementation of this
system,

u the issue of key management and crganizational procedures
that aim to ensure:

— regulatory compliance,

- design validation,

— industrial risk management,

- health, safety and environmental management,

- training and certification of personnel,

- management of operating and maintenance procedures,

— management of industrial purchases,

- change management,

- analysis and treatment of incidents and accidents,

- system effectivenass control based on management audits
and reviews.

a shared technical standards within Group entities.

The Safety and Risk Management Department and the rel-
evant Industrial Departments supervise and control the efiec-
tive implementation of the IMS, by notably relying on:

- continually increasing team awareness by providing specif-
ically related training, and the distribution of a monthly secu-
rity report available to all employees on the Group Intranet,
- a monthly presentation of indicators relating to safety and
security performance, based on the reporting of accidents
or near accidents. This report enables progress to be meas-
ured in achieving the Group objective of “zero accidents,”

— a quarterly presentation of indicators relating to reliability per-
formance, based on the reporting of availability levels and
the reliability of installations,

- a quarterly presentation of indicators used to monitor the
implementation in the subsidiaries of certain key technical
standards developed by the Group,

— technical audits carried out in conjunction with the Industrial
Departments to ensure the compliance of operations with
Group security rules and, since the beginning of 20086, sys-
tem audits in order to verify the conditions of implementation
and compliance of operations with Group rules and IMS
requirements.

= To ensure the protection of Group IT data and assets:

The Group implemented a Group Policy for the Protection of
Information, which aims to:

— protect the confidentiality, integrity, availability and traceabil-
ity of information,

- ansure the availability and continuity of information systems,
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- pay particular attention to the compliance of legal and reg-
ulatory provisions.

This policy was first rolled out in 2005. It defines:

n the fundamental management rules to be implemented in
each Group entity,

n the key principles to be cbserved by all users that were
communicated in 2006 in more than 50% of subsidiaries.

o To ensure that laws, regulations and internal
management rules are respected within the Group,
notably in the legal and intellectual property areas:

In conducting their activities, the various Group entities rely on
the charters, guidelines or reference frameworks issued by the
major support departments of the Company, notably:

n for the legal area:

— various contractual guides (Large Industries Guide,
Electronics Guide},

-- powers, Limitations and Delegation Guide for use by Group
entities,

~ insurance Guide for all Group entities,

- instructions on how to behave in order to comply with com-
petition laws {primarity in Europe and the United States),with
meetings planned during 2007 to check proper implementa-
tion of these rules,

—a “Group” memo, updated in 2008, specifying the rules to
be observed to prevent insider trading.

n for the intellectual property area:

— procedures aiming to ensure Air Liquide’s compliance with
valid patents held by third parties notably in the field of cryo-
genic production, and to protect the Group’s own intellec-
tual property,

- a policy for the protection of Group inventions based on their
identification {(on an official filing basis) and favoring the recog-
nition of their inventors.

o To manage and minimize financial risk:

The Company has defined a financial policy that is subject
to regular review. This palicy, which is widely distributed to the
Group entities in a financial charter, states the principles and
procedures for the management of financial risk to which the
activity is exposed, notably in relation to:

o liquidity risks: the Company has defined rules aimed at
ensuring an appropriate level of “confirmation” and diversifi-
cation (by nature and maturity) for all sources of financing at
Group level,




= counterparty risks: the Company has defined rules aimed
at ensuring that there is sufficient diversification and financial
solidity of counterparties at Group level (commitment
limits/minirmum rating},

m exchange and interest rate risks: the Company has
defined methods managed on a centralized basis for the
hedging of interest rates related to debt that is carried in major
currencies {principally, Euro, USD, JPY) with:

- a selection of authorized tools,

- the hedging decision process,

- the methods of executing transactions.

For other foreign currency debts, rules have been defined in
order to ensure that the decentralized transactions initiated to
hedge interest and exchange rate risks are consistent with
Group objectives.

The Company has alse defined methods for exchange rate
risk hedging in terms of the choice of tools, the decision
process and the execution of transagctions.

These measures are completed by treasury management rules
that are aimed at ensuring secure transactions, adapted to local
circumstances and compliant with the reguiations in force.

The application of this financtal policy is controlied by the
Finance and Administration Department. Certain transactions
are executed on a centralized basis {managemeni of debt and
interest rate risk), which is completed by consolidated reports
provided by various Group entities on a monthly or quarterly
basis, depending on their debt level.

The Finance and Administration Department answers to the
Finance Committee regarding the effective execution of the
policy and submits future transactions to the Committee for
approval. Furthermore, the Finance Committee regularly
reviews the rules governing the financial policy applicable
within the Group.

m To ensure the reliability of financial and accounting
information:

In order to guarantee the quality and reliability of financial and
accounting information produced, the Group primarily relies on
a defined framework of accounting principles and standards
as well as a dual reporting system that has both manage-
ment and accounting inputs, with data being systematically
compared by independent but interactive departments.

The Group’s accounting manuat, which was revised for the
implementation of the new IFRS, defines the accounting rules
and principles as wefl as the consolidation methods applica-
ble within the Group and states the formats applicable within
the Group for reporting financial and accounting information.
This manual is regularly updated with the amendments to
the new IFRS or their interpretations.

Management Report

w management and accounting reports are each prepared
under the responsibility of independent but interactive depart-
ments that follow identical methods and principles.

- this independence allows for the enhancement of informa-
tion and analysis through the use of complementary indica-
tors and data,

- the fact that these bodies are interactive provides for bet-
ter control concerning the reliability of information through the:
systematic and regular reconciliation of data. Data consolida-
tion is ensured by the Central Finance and Accounting
Department.

The reports primarily include:

= monthly management reporting, known as the “Monthly
Flash Report.” It provides information on revenue and the
main financial indicators: income statement, funds from oper-
ations {cash flow), net indebtedness and amount of invest-
ments authorized and committed,

= quarterly reporting, known as the “Management Control
Report.” It provides details of the primary items of the income
statement, balance sheet and statement of cash flows.
These two documents are compiled by each management
entity according to a predefined yearly timetable.

They are systematically accompanied by comments on activ-
ities drawn up by the director and the controller within the
entity, and are consolidated at Group level with a breakdown
for each business activity.

m quarterly reporting for accounting consolidation is com-
piled by each subsidiary which, in addition, must provide {on
a semi-annual basis) information on off-balance sheet com-
mitments that may include:

- energy purchases,

— financial guarantess and deposits,

— all other contractual commitments, and, in particular, infor-
mation on operating leases.

Accounting consolidation and monthly reporting are sent to
the Central Consolidation Department whose duty, in conjunc-
tion with the Strategic Objectives and Management Control
Department, is to analyze and comment on the results, and
to identify and explain any differences with respect to the fore-
casts that were made.

Through regular controls, the Finance and Administration
Department ensures the effective application of accounting
methods and principles in the various Group entities. The most
complex accounting standards, particularly those relating to
employee benefits (IAS19) and derivative financial instruments
(IAS32 and 39) are subject to tighter controls or treated directty
by the Finance and Administration Department.
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It also relies on audits carried out by the Internal Audit
Department with which it has regular contact.

The quality and reliability of financial and accounting infor-
mation also depends on information systems which are
becoming increasingly integrated (such as ERP).

Statutory auditors through their work ensure that reported
financial information complies with the defined rules.

Supervisory bodies

The Board of Directors exercises its control over Group
management based on the various quarterly reports it
receives from Executive Management and the work of the
Audit and Accounts Committee, according to the methads
and principles described above {reports, debriefings, etc).

Executive Management exercises its control over risk man-
agement, particularly through' monthly meetings with the
Chairman, the Senior Executive Vice-Presidents aided by
the Finance and Administration Director, the Director of
Strategic Control, and by the Legal Director who also acts
as secretary. It also relies on existing reports and:

m Executive Committee meetings, with, in particular, debrief-
ings from the Safety and Risk Management Department
{DMRS) regarding Group performance in terms of security and
the progress of actions underway,

» Investment and Operations Committee meetings,

m Work carried out by the Finance and Accounting Depart-
ments, the Strategic Objectives and Management Controi
Department and the Internal Audit Department which report
directly to Executive Management,

a Finance Committee meetings that determine the Group’s
financial policy.

These control measures are enhanced by the involvement of
entity departments and the Executive Committee in the imple-
mentation and follow-up of actions needed to improve and
strengthen the quality of internal controls.
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The Finance Committee

The Committee meets three times a year and upon request
if necessary.

It includes the Group Finance and Accounting Director, the
Group Corporate Finance and Treasury Director and cer-
tain Department members, which meet under the author-
ity of a member of Executive Management.

The purpose of this Committes is to verify the effective
application of the Group’s financial policy, approve propos-
als and suggestions that have been submitted and
approve the rules governing the Group's financial policy.

The Investment and Operations Committee

The Committee meets four to six times a year for each
geographical area, or for each significant activity.

It includes the Group Finance and Administration Director,
the Market Directors for the area and the entity concerned
by the reguest for investments, under the authority of a
member of Exgcutive Management.

The purpose of this Committee is to assess and approve
requests for investments that have been submitted, as well
as medium and long-term contractual commitments that
may arise there from.

As from 2007, this Committee will be enlarged into a
Resources and Investment Committee in order to also
review the resources necessary for development and
implementation of related investment projects.
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Statutory auditors’ report on the report
from the Chairman of the Board of Directors

This is a free transiation into English of a report issued in the French language and is provided solely for the convenience of English
speaking readers. This report should be read in conjunction with, and construed in accordance with, French law and profes-
sional auditing standards appficable in France.

Statutory auditors’ report, prepared in accordance with article L.225-235 of the French Company Law
{Code de commerce), on the report prepared by the Chairman of the Board of Directors of L'Air Liquide S.A.,
on the internal control procedures relating to the preparation and processing of financial and accounting information.

In our capacity as statutory auditors of L'Air Liquide S.A., and in accordance with the requirements of article L.225 235 of the
French Company Law (Code de commerce}, we report to you on the report prepared by the Chairman of the Board of Directors
of your Company in accordance with article L.225-37 of the French Company Law (Code de commerce} for the year ended
December 31, 2006.

It is for the Chairman to give an account, in hig report, notably of the conditions in which the duties of the Board of Directors are
prepared and organized and the internal control procedures in place within the Company.

it is our responsibility to report to you our observations on the information set out in the Chairman's report on the internal controt
procedures relating to the preparation and processing of financial and accounting information.

We performed our procedures in accordance with professional guidelines applicable in France, These require us to perform
procedures to assess the fairmess of the information set out in the Chairman's report on the internal control procedures relating
to the preparation and processing of financial and accounting information. These procedures notably consisted of:

m obtaining an understanding of the objectives and general organization of internal control, as well as the internal control procedures
relating to the preparation and processing of financial and accounting information, as set out in the Chairman's report;

m obtaining an understanding of the work performed to support the information given in the report.

On the basis of these procedures, we have no matters to report in connection with the information given on the internal
control procedures relating to the preparation and processing of financial and accounting information, contained in the
report of the Chairman of the Board of Directors, prepared in accordance with article L.225-37 of the French Company Law
{Code de commerce).

Courbevoie and Paris-La Défense, March 19, 2007

The statutory auditors

MAZARS & GUERARD ERNST & YOUNG Audit
Frédéric Allilaire Olivier Braillot
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Corporate Governance
Remuneration of L’Air Liquide S.A.
Company officers and directors

1 ‘ Short Term advantages

1.1. Executive Management
A. Amounts paid during fiscal years 2004, 2005 and 2006

The table below summarizes the remuneration paid and due to Executive Management with respect to fiscal years 2004, 2005
and 2006 in accordance with the AFEP/MEDEF recommendations of January, 2007.

Gross remuneration and benefits paid to the Executive Management of LAir Liquide S.A. for all Group companies, with respect
to both their duties as employees and as company officers {members of the Management Board until May 10, 2006, Chairman
and Chief Executive Officer or Senior Executive Vice-President since this date), amount to, including benefits-in-kind:

‘Amount with‘respect Amount with raspect Amount with’respect
to fiscal year 2004 to fiscal year 2005 to fiscal year 2006

In thousands of euros Due Paid Due Paid Due Paid

Benoit Potier

— fixed portion 860 9 870 970 948 946
- variable portion 1,238 826 1,269 1,238 1,238 1,269
- benefits in-kind 3 3 3 3 8 8
— directors’ fees 24

Total 2,101 1,730 2,242 2,211 2,216 2,223
Jean-Claude Buono

- fixed portion 465 465 490 480 510 510
- variable portion 522 383 559 522 558 559
- benefits in-kind 3 3 3 3 3 3
Total 990 851 1,052 1,015 1,07 1,072
Klaus Schmieder @

- fixed portion 294 294 470 a70 510 510
- variable portion 330 531 330 558 6531
- benefits in-kind B <] 18 18 20 20
Totat 630 300 1,019 818 1,088 1,061

(1) The employment contract of Benoit Potier was suspended as of May 10, 2006. Consequently, as of this date, he receives all his remuneration in his capacity as
Company officer.

During 2006, the Company paid amounts to third parties on behalf of Banolt Potier with respect to supplemental retirement (72,461 euros) and death and disability
(53,790 euros) benefits for a total of 126,251 eurps. These plans are described in Section 3 bslow.

The breakdown of share subscription options granted to Executive Management members is presented in the table on page 37.

(2) For 2004, on a pro rate basis from the date on which duties were assumed.
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The guidelines underlying the Executive Management remu-
neration policy, which is determined by the Board of Directors
on the recommendation of the Remuneration Committes, are
described in detail in the report of the Chairman of the Board
of Directors presented on page 26.

B. Criteria

The fixed portion is determined based on the level of respon-
sibility, experience in the management function, as well as cur-
rent market practices.

The entire variable portion of remuneration due for any given
fiscal vear is paid the following year following approval of the
financial statements at the Shareholders’ Meeting.

m For 2005, the variable portion was mainly based on two
financial objectives as well as personal objectives. The finan-
cial objectives were (i) growth in net earnings per share
{excluding exchange rate fluctuations) and (i) return on capi-
tal employed {ROCE) after tax, (this criteria included the objec-
tive of offsetting over 3 years the initial impact of the
acquisition of Messer assets). The personal qualitative objec-
tives mainly included preparation for the future, maintenance
of growth in new geographical areas, a successful transition
to IFRS, acceleration of the productivity program, continua-
tion of the employee mobility program, reinforcement of the
Group’s accounting teams, and the continuing integration of
Messer and Messer synergies. The weight given to the finan-
cial criteria is clearly preponderant.

m For 2006, the variable portion was based on the two finan-
cial objectives cited (i) growth in net earnings per share
{excluding non-recurring items and exchange rate fluctuations)
and (i) return on capital employed (ROCE) after tax. The per-
sonal qualitative objectives set as of May 10, 2006 mainly
included structure change management, implementation of
the new organization, efficiency schemes support, develop-
ment in new territories and preparation for the future. The
weight given to financial criteria is clearty preponderant.

Management Report

The 2008 financial criteria and individual qualitative objectives
were approved by the Board of Directors on May 10, 2008,
at the time the Board appointed the new management team.
The criteria for future years will be decided by the Board of
Directors at the beginning of the fiscal year, in line with the
Group’s strategic priorities. At the year-end, the results will be
assessed based on the fiscal year’s consolidated financial
statements, as approved by the Shareholders’ Meeting, and
the performance appraisal of each member by the Board of
Directors.

a For 2006, growth in adjusted net earnings per share exclud-
ing nen-recurring material items {(such as indicated on page 9
of this Annual Report} and excluding the impact of exchange
rate fluctuations amounted to 9.9%; adjusted return on cap-
ital employed (ROCE)} after tax (such as indicated on page 5
of this Annual Report) totaled 11.9%. These figures are used
1o assess the variable portion of the remuneration paid to
Executive Management. It should be noted that the growth
in earnings per share was calculated excluding non-recur-
ring items recorded in 2005 that were also excluded from
the calculation of the 2005 variable portion.

m For 2007, the variable portion wil continue to be based on
the financial criteria of growth in net earnings per share,
excluding the impact of exchange rate fluctuations and non-
recurring material items, and return on capital employed
(ROCE) after tax which will remain clearly preponderant as well
as personal qualitative objectives. The latter will incorporate
objective criteria linked to reinforced dynamics of growth.

In addition to the benefits indicated in Section 3 below, the
benefits in-kind paid to Executive Management include a
company car, and for Klaus Schmieder, housing accommo-
dations.
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1.2. The Supervisory Board (until May 10, 2006} / Board of Directors (as of May 10, 2006)

A. Amounts paid / due in 2006

The table below summarizes the directors' fees and other remuneration paid in 2006 to members of the Supervisory Board with
respect to fiscal year 2005 and the fees payable to the members of the Supervisory Board until May 10, 2006 and to the mem-
bers of the Board of Directors thereafter with respect to fiscal year 2006:

IPaid in 2006 for fiscal year 2005

Payable for fiscal year 2006

In thousands of euros Fixed portion  Variable portion Totat Fixed portion  Variable portion Total
Bencit Potier (1) - - - 10 14 24
Alain Joly (Chairman of the Supervisory Board )

until May 10, 2006) @ 229 - 229 92 16 108
Edouard de Royere 23 25 48 18 27 45
Thierry Desmarest 23 20 43 18 24 42
Christopher Hogg & 9 9 18 - - -
Rolf Krebs 23 38 61 18 42 60
Gérard de La Martinigre 324 25 57 33 @ 29 g2
Beatrice Majnoni d'Intignano 23 22 45 18 29 47
Cornelis van Lede 23 32 55 18 27 45
Lindsay Owen-Jones 23 17 40 23® 20 43
Thierry Peugeot (@ 13 13 26 18 18 36
Dennis Weatherstone B 9 9 18 - - -
Paul Skinngr (1 - - - 10 22 32

(1) Term of office having baegun on May 10, 2006 (for Bencit Potier, this amount is also reportad in tha table on page 34).
{2) For Alain Joly, the amount of 229,000 euros involves his 2005 remuneration paid in 2005 as chairman of the Supervisory Board. The {ixed portion payable
for 2006 includes his remuneration as Chairman of the Supenvisory Board until May 10, 2006 and his director's feas thereafter.

{3) Term of office having expired on May 11, 2005,

{4) The indicated amount includes additional remuneration of 9,000 euros with respect to his chairmanship of the Audit and Accounts Committee for the period

from June tg the end of December 2005 and 15,000 euras for fiscal year 2006.

(5) The indicated amount includes additional remuneration of 5,000 seuros with respect to the chairmanship of the Appointments and Remuneration Committees

as of May 10, 2006.
{B) Term of office having begun on May 11, 2005.

Furthermore, in 2008, with respect to retirement benefits applicable under the plan detailed in Section 3.1. below, Edouard de
Royere and Alain Joly received 1,660,485 euros and 1,075,321 euros respectively.

B. Criteria

The Supervisory Board (until May 10, 2006}

Directors’ fees allocated to members of the Supervisory Board
were last set at the Shareholders' Mesting on May 10, 2003
at a total amount of 550,000 euros per fiscal year.

For 2005, and until May 10, 2006, the Supervisory Board
established a breakdown which is comprised of a fixed por-
tion of 22,727 euwros for 2005 for each member who has
carried out his duties throughout the entire fiscal year (and a
pro rata amount otherwise} and a variable portion which takes
into consideration the presence of members at Board mee-
tings or participation by videoconference or by telephone, par-
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ticipation in commitiee meetings, and business travel of non-
resident members. These criteria were then allocated various
weighting coefficients. Beginning in 2005, a specific fixed
remuneration was allocated to the Chairman of the Audit
and Accounts Committee.

The Chairman of the Supervisory Board received a specific
fixed remuneration set by the Supervisory Board and there-
fore no directors’ fees were paid.

Board of Directors (as of May 10, 2006}

Directors’ fess allocated to members of the Board of Directors
were set at the Shareholders' Meeting on May 10, 2006 ai a
total amount of 550,000 euros per fiscal year.




Following the structure change, the Board of Directors
decided to create a new formula comprising fixed and vari-
able remuneration, based on pre-determined lump-sum
amounis by meeting, which offers both simplicity and clarity.
The purpose of the new calculation formula is to make more
important the variable remuneration which is based on the
effective participation of each director in the work of the Board
and its committees. The remuneration breaks down as follows:

Fixed remuneration for a full fiscal year

— Each member receives
a fixed annual portionof ..., ... 15,000 euros

— The Chairman of the Audit and Accounts
Committee receives an annual
supplementary fixed remuneration of ............. 15,000 euros

— The Chairman of the Appointments

Committee and Nominations Committes

receives an annual supplementary

fixed remuneration of ... ... 10,000 euros

Variable remuneration

Attendance at the various meetings is remunerated as follows:
- 1 Board of Directors’ rneetiﬁg ........... U 3,500 euros
— 1 Audit and Accounts Committee mesting .... 2,500 euros

-1 meeting of the Appointments/

Remuneration Committees ........................... 2,000 euros
— 1 trip for a non-French resident
CINEUrODS . 2,000 euros
« Intercontinental ... 3,000 suros

Based on past practice, travel expenses incurred by
non-French residents are reimbursed by the Company.

2‘ Stock options

2.1. Share options granted to corporate officers

The stock options granted by the Board of Directors to both
corporate officers and employees are a long-term incentive
factor, which is aligned with the interests of shareholders to
create value on a permanent basis.

The allotment of stock options is reviewed with respect
to the total annual remuneration of corporate officers by
taking inlo consideration several external market studies
and by ensuring that shareholders' interests are
respected. This allotment, as well as the allotment to
Group employees, is reviewed by the Remuneration
Committeee and decided by the Board of Directors as
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part of annual plans, approved for predefined periods,
in the form of non-discounted stock subscription
options.

The options granted to corporate officers are subject to the
same plan regulations as all the other option beneficiaries
within the Group (refer to page 42). Total stock option plans
granted to both corporate officers and Group employeas
represent a low percentage of share capital.

Pursuant to the law, the Board of Diractors will be
responsible for defining the shareholding rules applicable
to corporate officers on the allocation of options under the
2007 Stock Option Plan.

Total adjusted share options, granted to corporate
officers and not exercised as of December 31, 2006,
amount to:

Total Average In 2006 over
share price the last

options {in euros} five
fiscal
years

Benoit Potier 262,211 124.51 55,0600 215,511

Jean-Claude Buono 123,050 122.38 22,000 93,144
Klaus Schmieder 55,002 134.45 22000 55,002

The fair value of options granted in 2006 and determined
according to IFRS2 amounts 30.06 eurcs per option.

Accordingly, the valuation of options granted in 2006 to
corporate officers is as follows:

— Benoit Potier e 1 653 thousands of euros
— Jean-Claude Buono :................. 661 thousands of euros
- Klaus Schmieder v 861 thousands of euros

These amounts are expensed over the option's vesting
period.

The total number of share cptions previously granted to Alain
Joly, Director, and not exercised as of December 31, 2008,
amounts to 78,010 options at an average price of 101.67
euros. These share options were granted to him prior to 2001,
as Chairman and Chief Executive Officer of the Company.
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2.2. Share options exercised by corporate officers

The total number of share options exercised by corporate
officers in 2006, amounts to:

Number of Granted \ Average pric::e

options exercised in ‘ (in eurclns)

Benolt Potier 10,120 1996 82.29,
Alain Joly 25,000 2000 114.75
Alain Joly 21,721 1996 82.29
Jean-Claude Buono 9,320 1996 82.29
Jean-Claude Buono 1,000 2000 104.32

3

3.1. Former Gompany officers

Long-term Commitments

Retirement benefit obligations

The Board has undertaken that the Company pay to former
chairmen and chief executive officers who, as a result of their
age or seniority, benefit from retirement benefits applicable
to all employeses covered by the Company’s collective agree-
ment of December 12, 1978, as amended, additional bene-
fits, over and above those under the normal retirement plans,
of a fixed amount determined by the Board which is in excess
of the capped amount set forth in the Company’s collective
agreement. These amounts were set on retirement of the par-
ties concerned, namely Edouard de Royere and Alain Joly, by
Board of Directors’ meetings on May 23, 1995 for Edouard
de Royere and on Noverner 14, 2001 for Alain Joly, taking
into consideration common practice in retirement benefits
for executive managers in existence at that time. All of the
other conditions of this agreement {described in greater detail
on page 157 of the Annual Report}, in particutar, changes in
amounts and the limits which would be applied by the
Company to its retired employees and the conditions far
reverting such retirement bensfits 10 the surviving spouse, are
applicable to the above-mentioned company officers. This
plan, open to retired former employees and to employees
aged 45 or older or with more than 20 years of seniosity as
of January 1, 1896, was closed on February 1, 1296.

In 2008, the amounts indicated in Section 1.2. above were
paid to Edouard de Royere and Alain Joly under the afore-
mentioned retirerment benefit plans.

3.2. Members of Executive Management

On the appointment of Benoit Potier, Jean-Claude Buono and
Klaus Schmieder to their new functions, the May 10, 2006
Board of directors meeting defined the conditions governing
retirement, death, disability and related benefits for the three
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senior company officers, based mainly on the conditions
previously applicable to their terms as Management Board
members. Termination benefits were reconsidered.

A. Retirement benefit cbligations

1. Because of his age and seniority, Jean-Claude Buono ben-
efits from a retirement plan similar to the one described above
for farmer company officers. The plan was set up in accor-
dance with the Company's collective agreement of December
12, 1978. The Board of Directors has decided to renew the
Company’s commitment to pay Mr. Buono an annual global
pension of 396,367 euros, (November 2001 value date), in his
capacity as Senior Executive Vice-President to take into
account his level of responsibility and experience. This amount
will be revalued to take into consideration the change in retire-
ment benefits paid by the Air Liquide Group between the ini-
tial allocation date (November 2001} and the effective pension
payment date and includes the retirement guarantee related
to his duties performed as a salaried employee. The amount
exceeds the capped amount set forth in the above-mentioned
collective agreement. As the Company requested Jean-
Claude Buono to cantinue working over B0, it has been
agreed that a survivor’s pension payable to the spouse and
aqual to 60% of the retirement guarantee would be applica-
ble in the event of death while in office. All other conditions
under the Agreement are apgplicable, and in particular,
changes in amount, conditions of reversion to the surviving
spouse, as well as the contractual limits. As this is a related
party agreement, the decision to allocate the pension is pre-
sented in the special auditors’ report on page 183 and is sub-
mitted to the Shareholders' Meeting of May 9, 2007 for
approval.

2. The Board of Directors has decided to reinstate in favor of
Benoit Potier and Klaus Schmieder in their new capacity the
retirement schemes which were previously applicable to their
terms as Management Board members. In this context, the
Board of Directors has decided that Benoit Potier, in his
capacity as Chairman and Chief Executive Officer, and Klaus
Schmieder, in his capacity as Senior Executive Vice-President
and salaried employee, who do not meet the age or senior-
ity conditions allowing them to benefit from the above-men-
tioned collective agreement of December 12, 1978, shall
continue to benefit from supplementary retirement plans set
up for senior managers and executives meeting certain eligi-
bility conditions, inciuding §i) for the portion of the remunera-
tion up to 16 times the social security ceiling as part of a
defined contribution scheme managed by a third party and (i}
for the portion of the remuneration exceeding 16 times the
social security ceiling as part of a defined benefit scheme,
an additional annuity as well as an annuity paid to the surviv-
ing spouse, subject to certain age conditions. Benoit Potier,
as a company officer, and Klaus Schrmieder, with respect to




his duties both as a salaried employee and company officer,
fall within this category. These plans, which presume a mini-
mum seniority of at least 2 years, become effective for Klaus
Schmieder beginning in 2008.

m For the portion managed as part of a defined contribution
plan, the Company pays an outside fund manager a fee rep-
resenting a fixed percentage of the beneficiary’s remnuneration.
Amounts paid as well as the corresponding investment
income will be used to pay an additional retirement benefit in
the form of a life annuity, supplemented by an annuity paid
to the surviving spouse, subject to the beneficiary being able
to invoke his rights under the standard old age pension plan
applicable to all French retired employees. Should the man-
date or employment contract be terminated, the fees cease
to be paid.

m Retirement benefits corresponding to the defined benefit plan
are equal to 1% for each year of seniority based on the aver-
age of the 3 highest total annual remunerations exceeding 16
times the social security ceiling during the tast 5 years of
employment. For the calculation, the average of the total vari-
able portions taken intc account cannot exceed 100% of the
average of the total fixed portions used for this calculation.
Where applicable, an annuity equal to 60% of the above-men-
tioned benefits will be paid to the surviving spouse, if certain
age conditions are satisfied. The defined benefit plan only
applies if the beneficiary is still with the Company at the time
of his retirement. In the event the mandate or employment con-
tract is terminated at the Company’s initiative, except for seri-
ous or gross negligence, the beneficiary may nevertheless
maintain his rights shouid he reach 55 with a seniority of at
least 5 years, or for employees benefiting from this plan before
2003, should he have more than 20 years of seniority.

As for all executive managers benefiting from these plans, total
retirement benefits, under all retirement plans, are capped at
45% of the average of the three best years of the last five
years' total annual remuneration, it being understood that for
the calculation, the variable portion taken into account can-
not exceed 100% of the fixed portion. Should this ¢eiling be
reached, the amount paid under the defined benefit plan will
be reduced accordingly.

The individual application of these plans to Benait Potier and
Klaus Schmieder was approved by the Board of Directors in
compliance with the approval procedure on related party
agreements. These agreements, similar to the agreements
concluded with Bengit Potier and Klaus Schmieder when they
were members of the Management Board and approved by
the shareholders at the time, are presented in the special audi-
tors' report {page 183 of this document) and are again submit-
ted for approval at the Sharehciders’ Meeting on May 9, 2007.

The 2006 amount paid by the Company to the fund man-
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ager of Benoit Potier's supplementary defined contribution
ptan is indicated in Section 1.1. above.

B. Death, disability and related benefits

A supplementary death, disability and related benefits plan
was subscribed with an insurance company to enable senior
managers, whose remuneration exceeds 8 times the annual
social security ceiling and in compliance with certain age
and seniority conditions, to receive benefits in the event of
death or permanent and absolute invalidity. This benefit is
equal to 4 times the gross annual remuneration exceeding 8
times the social security ceiling. The contributions carrespon-
ding to this plan are paid in full by the Company and added
back to the remuneration of beneficiaries as benefits-in-kind.
The Board of Directors decided to renew payment of benefits
under this plan, amended to expressly include company offi-
cers within its scope, in favor of Benoit Potier, in his capacity
as Chairman ang Chief Executive Officer. As these are related
party agreements, these decisions are presented in the spe-
cial auditors' report on page 183 and are submitted to the
Shareholders’ Meeting on May 9, 2007 for approval. The
2006 amount paid by the Company to the insurance com-
pany in favor of Benoit Potier is indicated in Section 1.1.
above.

Jean-Claude Buono and Klaus Schmieder, who do not fulfill
the age conditions required to benefit from the above-men-
tioned supplemental death, disability and related benefits plan,
benefit from the Company’s death, disability and related ben-
efits plan applicable to all Group employees.

4| Commitments related to
termination of duties

4 1. Termination payments
Benoit Potier

w As part of the amendment suspending his employment con-
tract for the duration of his duties as Chairman and Chief
Executive Officer, Bencit Potier has expressly waived the con-
tractual termination payment of 35 months' remuneration he
had been granted at the time of his appointment as Chairman
of the Management Board, by agreement dated November
15, 2001 and approved by the Shareholders’ Meeting on April
30, 2002 in connection with the related party agreements pro-
cedure.

= In lieu of this payment, the Board of Directors has decided
to grant Benoit Potier, in the event of revocation or non-
renewal of his mandates as Chairman and Chief Executive
Officer, except for gross negligence, a final and lump-sum
fixed amount determined by applying the contractual provi-
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sions covering all Company executives, by (i) taking into
account the number of years of seniority acquired from the
beginning as salaried employee and company officer and (i}
using the total fixed and variable average monthly remunera-
tion for the 24 months preceding termination of the mandate
as the basis of calculation.

Application of the formula under the above-mentioned con-
tractual provisions limit, in any case, the maximum amount
of the aforementioned payment to 20 months' remuneration.
This armount includes any payment that could be due in the
event of termination of the employment contract.

m Morecver, in the event the mandate is revoked or not
renewed in the 24 months following a change in contro! of
Air Liguide, the payment would be increased by 12 months'
remuneration, as defined above.

As these are related party agreements, these decisions are
presented in the special auditors’ report on page 183 and are
submitted to the Shareholders’ Meeting on May S, 2007 for
approval.

Jean-Claude Buono

The Board of Directors has decided to grant Jean-Claude
Buono, in the event of revocation or non-renewal of his man-
date as Senior Executive Vice-President, in the 24 months fol-
fowing a change in control of Air Liquide, a compensation
equal to 12 months’ remuneration, the average monthly remu-
neration (fixed and variable) received by Jean-Claude Buono
for whatsoever services rendered in the preceding 24 months
serving as the basis of calculation of this payment.

As this is a related party agreement, this decision is presented
in the special auditors' report on page 183 and is submitted
to the Shareholders' Meeting on May 9, 2007 for approval.

Klaus Schmieder

» Should the Company unilaterally terminate his employment
contract before the age of 60, except in the case of serious
negligence and incapacity, Mr. Klaus Scmieder would receive
a termination payment equal to the lower of 18 months of
the fixed portion of remuneration or the number of months
of the fixed portion of his remuneration between such date
and his 80th birthday.

w The Board of Directors has decided to renew, in favor of
Klaus Schmieder, with respect to his dulies as Senior
Executive Vice-President, in the event of revocation or non-
renewal of his mandate, except for serious negligence, a
final and lump-sum fixed payment equal to the lower of 18
months of the fixed portion of remuneration in his capacity
as Senior Executive Vice-President or the number of months
of the fixed porticn of his remuneration between such date
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and his 60th birthday, The payment is cumulative with that
due with respect to his employment contract in the event of
the concomitant termination of the latter.

s Moreover, should the revocation or non-renewal occur in the
24 months following a change in control of Air Liquide, this
payment would be increased by 12 months' remuneration,
the total fixed and variable average monthly remuneration
received in the capacity of salaried employee and company
officer for the 24 preceding months serving as the basis of cal-
culation.

As this is a related party agreement, this decision is presented
in the special auditors’ report on page 183 and is submitted
to the Shareholdars’ Meeting on May 9, 2007 for approval.

4.2, Unemployrﬁent insurance

By decision of the Board of Directors, Benoit Potier shall ben-
efit, in his capacity as company officer, from the guarantee
covering company managers and executives subscribed by
the Company. The contributions paid by the Company are
added back to the remuneration of Benoit Potier as bene-
fits-in-kind.

As this is a related party agreement, this decision is presented
in the special auditors’ report on page 183 and is submitted
to the Shareholders’ Meeting on May 9, 2007 for approval.

Remuneration allocated to members of
5 the Supervisory Board (*) / Board of

Directors (**) and Management members
The remuneration allocated to members of the Supervisory
Board (*} / Board of Directors (**) and Management members

as compensation for their responsabilities within the entire
Group, for the respective financial years, amounts to:

In mitlions of euros 2004 2005 2006
Supervisory Board (*)/

Board of Directors (**) 0.7 0.6 05
Management members 8.4 9.6 g.2
Total 9.1 10.2 07

{*} Until May 10, 2006.
(**) As of May 10, 2006.

The Company's Management members include the members
of the General Management Team and the Executive
Committee.
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ﬁt Transactions made on Company shares by corporate officers and directors
in 2008, the following transactions were made on Company shares by corporate officers and directors:
Type of transaction Date of transaction Average price
(in euros)
Jean-Claude Buono Exercise of 800 share subscription options of L'Air Liquide S.A. 01-Feb-06 82.29
Jean-Claude Buono Sale of 800 shares of L'Air Liquide S.A. 02-Feb-06 168.50
Alain Joly Exercise of 12,000 share subscription options of L'Air Liquide S.A. 27-Feb-06 82.29
Alain Joly Sale of 4,000 shares of L'Air Liquide S.A. 09-Mar-06 165.12
Benoit Potier Exercise of 8,310 share subscription options of L'Air Liquide S.A. 10-Mar-06 82.29
Benoit Potier Sale of 6,310 shares of L'Air Liquide S.A. 13-Mar-08 166.80
Adain Joly Sale of 4,000 shares of L'Air Liquide S.A. 13-Mar-06 166.80
Alain Joty Sala of 4,000 shares of U'Air Liquide S.A. 16-Mar-06 188.20
Benait Potier Exercise of 3,810 share subscription options of L'Air Liquide S.A. 17-Mar-06 82.29
Alain Joly Exercise of 9,721 share subscription options of L'Air Liquide S.A. 17-Mar-06 82.29
Alain Joly Sale of 9,721 shares of L'Air Liquide S.A. 22-Mar-06 170.95
Alain Joly Exercise of 25,000 share subscription options of L'Air Liquide S.A. 27-Mar-06 114.75
Jean-Claude Buono Exercise of 5,100 share subscription options of L'Air Liquide S.A. 31-Mar-06 82.29
Jean-Claude Buono Sale of 5,100 shares of L'Air Liguide S.A. 03-April-06 171.80
Alain Joly Sale of 2,600 shares of L'Air Liquide S.A. 03-April-06 172.90
Jean-Claude Buocno Exercise of 3,420 share subscription options of L'Air Liquide S.A. 13-April-06 82.29
Klaus Schrmieder Purchase of 574 shares of L’Air Liquide S.A. 03-May-06 173.00
Paul Skinner Purchase of 500 shares of L'Air Liquicde S.A. 11-May-06 176.20
Benoit Potier Purchase of 170 shares of LAir Liquide S.A. 24-May-06 161.50
Jean-Claude Buono Purchase of 800 shares of L'Air Liquide S.A. 29-May-06 167.50
Alain Joly Sale of 12,000 shares of L'Air Liquicde S.A. 12-Sept-06 167.73
Jean-Claude Buono Sale of 1,000 shares of L'Air Liquide S.A. 02-Oct-06 161.60 :
Jean-Claude Buono Exercise of 1,000 share subscription options of L'Air Liquide S.A. 03-Oct-06 104.32 '

41 AIR LIQUIDE



=
o
O
O
bl
o
=
Z
L
=
LLl
Q
g
prad
<
=

Management Report

Corporate Governance

Share subscription and share purchase option plans

(to be regarded as the special report of the Board of Directors within the meaning of section L 225-184

of the French commercial code)

Pursuant to authorizations of Shareholders' Meetings and at
the recommendation of the Appointments and Remuneration
Committee, the Board of Directors, the Supervisory Board
and the Management Board have adapted, at Group level,
share subscription option plans for senior executives {includ-
ing corporate officers) and key employees.

The purpose of these options is to motivate top-performing
key Company executives, retain the highest performing exec-
utives and associate them with the medium and long-term
interests of shareholders.

In addition, for the Company's 100th year celebration in 2002,
share subscription options were granted on an exceptional
basis to all Group employees worldwide, up to a maximum of
30 options each.

Share options are granted for a minimum unitary amount equal
to 100% of the average market price during the 20 trade days
prior to the day they are granted. The maximum exercise
period is ten years for options granted before May 4, 2000,
seven years for options granted between May 4, 2000 and
April 8, 2004 and eight years for those granted since that date.
Share options granted between September 24, 1997, and
May 12, 1999, can only be exercised after a five-year mini-
mum term. Share options granted since May 12, 1999, can
only be exercised after a four-year minimum term from the
date they were granted.

A very limited number of options have been granted subject
to the achievement of certain objectives within a defined
period.

Share options granted over the last ten years (maxmum exercise period after their date of allocation)

1997 1998 [1998 2000

Date of authorization

2001 2002 200249 2004 2004

by the EGM 05/22/96 05/22/96 05/12/09 05/04/00 05/04/00 04/30/02 04/30/02 04/30/02 05/12/04 05/12/04 05/12/04
Date of grant by the Board

of Directors or

the Management Board 09/24/97 01/22/98 05/12/09 09/07/00 08/28/01 068/14/02 10/10/02 04/08/04 11/30/04 03/23/05 03/20/06
Total share .

options granted 73,000 20000 264,300 702,900 5900 955400 769,130 500000 35385 428,000 444,000
including to officers and directors 20,000 44000 70,000 75,000 B0 57000 15000 70,000 90,000
including to top ten executives

receiving the highest

number of options 55,000 46,000 83,500 5900 112,000 300 77,000 12,325 61,800 62,000
Number of recipients 16 1 122 Kyal 2 481 31,012 448 33 520 500
Exarcise pericd

start date 00/24/02 01/22/03 05/12/04 09/07/04 08/28/05 06/14/06 10/11/06 04/08/08 11/30/08 03/21/09 03/20/10
Expiration date 09/23/07 01/23/0B 05/1%/09 (9/06/07 08/27/08 06/13/09 1010/08 04/07/11 11/29/12 03/20113 0311914
Strike price {in euros) 14025 14025 14800 14200 15500 16800 12800 139.00 131.00 13800 16800
Strike price

as of 12/31/06 ™ 83.10 98.81 10432 11386 12341 10578 11487 11808 12545 15273
Total share options

granted adjusted

as of 12/31/06 02,763 24,799 378920 921,005 7,466 1,301,305 940,958 604,794 38,855 470,643 488,400
Total share options

subscribed as of 12/31/06 0 9,673 122,268 479979 4766 221,262 346,120 1,181 @ as14

Total share

options cancelled

as of 12/31/06 (N @ 83,000 24789 22777 67567 2,700 59,083 52,291 17,519 780 8,161 7,865
Total share

options remaining

asof 12/ 3106 233,875 373439 1,020,054 542547 586,094 38,075 483601 480,535

(1) Adjusted to take into account share capital increases through bonus share allocations (2006, 2004, 2002, 2000, 1998).
(2) Exceptional plan approved in 2002, for the Company’s 100th year celebration and invohing &ll Group employees who met certain conditions, including seniority.

Plan limited te a maximum of 30 share options per beneficiary.

(3) Loss of exercisa rights and, for 1997 and 1998, failure 1o achieve 3-year net samings per share performance targets.

{4) Earty exarcise of rights provided for in the share option plans.
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The total number of adjusted share options, granted by the
Board of Directors, the Supervisory Board, and the
Management Board under the plans authorized by
Shareholders’ Meetings, but not exercised as of December
31, 2008, amounts to 3,739,140 options, or 3.09% of the
share capital (average strike price of 120.04 euros}, of which
797,499 (average strike price of 124.34 euros) have been
granted to General Management.

As of December 31, 2008, out of the total number of shares
authorized at the Shareholders' Meeting, 2,727,090 options
have not been granted by the Board of Directors.

Options granted in 2006

The General Shareholders’ Meeting on May 12, 2004, gave
the Management Board authority, subject to the approval of
the Supervisory Board, for the purpose of granting to employ-
ees of the Company and its subsidiaries, and the Supervisory
Board for the purpose of granting to members of the
Management Board, options to purchase new shares of the
Company to be issued to increase the capital, or options to
purchase shares of L'Air Liqulde S.A. repurchased by the
Company, provided that the total number of shares for which
options are thus granted not exceed 3% of the Company's
share capital on the date the options are granted.

In accordance with the provisions of the thirteenth resolution
of the Shareholders' Meeting of May 10, 2006, this authori-
zation is now granted to the Board of Directors.

Under this authorization, the Management Board, in its meet-
ing on March 20, 2008,, with the approval of the Supervisory
Board, granted 444,000 options to purchase shares at a price
of 168.00 euros each, equal to 100% of the average price of
the preceding 20 trading days immediately preceding the date
on which the options were granted to the 500 recipients.

These options may be exercised within a maximum period
of eight years and may not be exercised during the four years
immediately following the date on which they were granted.

Adjusted options granted to officers and directors

in 2006

Benoit Potier 55,000
Jean-Claude Buono 22,000
Klaus Schmieder 22,000

Management Report

Adjusted options granted to the ten employees
(excluding corporate officers ) who were granted
the highest number of options

in 2006

L'Air Liquide S.A. 53,680
Air Ligquide Group 62,000

Options exercised in 2006

Following previous decisions by the Board of Directors, the
Supervisory Board or the Management Board, as the case
may be, some of the options granted from 1996 to 2005 were
exercised in fiscal year 2006 for a total of 980,608, for an
average strike price of 107.93 euros.

Options exercised by corporate officers

Number Granted in Average
of aptions strike price
exercised (in eurgs)

Benoit Potier 10,120 1966 82.29
Alain Joly 25,000 2000 114.75
Alain Joly 21,7241 1996 82.29
Jean-Clauds Buocno 9,320 1996 82.29
Jean-Clauds Buono 1,000 2000 104.32

Options exercised by the ten employees of the
company L'Air Liquide S.A. {excluding corporate officers)
with the highest number of options exercised

Granted in Number of options Average strike price
exercised {in euros)
1996 5374 77.59
1999 11,841 98.81
2000 44,045 106.37
2002 41,415 123.41
Total 102,675 110.87

Options exercised by the ten employees of the
Company and its subsidiaries (excluding corporate
officers) with the highest number of options exercised

Granted in Number of options Average strike price
exercised {in euros)
1996 2,000 82.29
1999 12,030 10217
2000 54,715 107.39
2002 45,485 123.41
Total 114,230 112.78
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Corporate governance

Duties and directorships exercised by the members of the
Board of Directors and the General Management Team

Positions held during the last five years

Benoit Potier

Chairman and CEQ

Business address:

Air Liquide, 75 quai d'Orsay — 76321 Paris Cedex 07

Born in 1957

Number of shares owned as of December 31, 2006. 10,604 shares
Date of 1st appointment; 2000

Start of current term: 2006

Expiration date of term: 2010

Positions held during the last five years

2002

Chairman of the Management Board: L'Air Liquide S.A.
Chairman-CEQ: Air Liquide International, American Air Liguide InG.
(AALY, Air Licquide International Corporation (ALIC)

Chairman: American Air Liquide Corporation (ALAC)

Director: Séchilienne-Sidec, SOAEO, Air Liquide ftalia Sri., AL Air
Liquide Espafia, Air Liquide Japan Ltd., Air Liquide Asia Pte. Ltd,,
Air Liguide Canada Inc.

Ecole Centrale des Arts & Manufactures
Member of the French Board: INSEAD

2003

Chairman of the Management Board: L'Air Liquide S.A.
Chairman-CEO: Air Liquide Internaticnal, American Air Liquide Inc.
(AAL}, Air Liquide International Corporation (ALIC)

Director: SOAEQ, Air Liquide Italia SHl., AL Air Liquide Espafia, Air
Liquide Asia Pte. Ltd., Air Liquide Canada inc.

Danone Group, Ecole Centrale des Arts & Manufactures
Member of the Supervisory Board: Michelin

2004

Chairman of the Management Board: L'Air Liquide S.A.
Chairman-CEO: Air Liquide International, American Ajr Liquide Inc.
{AAL), Air Liquide international Corporation (ALIC)

Chairman: American Air Liquide Holdings Inc. (AALH)

Director: SCAEQ, Air Liquide ltalia Sr., AL Air Liquide Espafia, Air
Liguide Asia Pte. Ltd., Air Liquide Canada Inc., Air Liquice America
Holdings Inc. (AHI

Danone Group, Ecole Centrale des Arts & Manutactures
Member of the Supervisory Board: Michelin

2005

Chairman of the Management Board: LAir Liquide S.A.
Chairman-CEQ: Air Liquide International, American Air Liquide Inc.
{AAL), Air Liquide International Corporation (ALIC)

Director: SOAEO, Air Liquide Italia, AL Air Liquide Espafia,

Air Liguide Asia Pte. Lid., Air Liquide Canada Inc., Air Liquide
America Holdings Inc. (AHI)

Danone Group (Chairman of the Audit Committee), Ecole Centrale
des Arts & Manufactures
Member of the Supervisory Board: Michelin
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2006

Chairman of the Management Board: L'Air Liquide S.A.

{until May 10, 2008)

Chairman-CEQ: L'Air Liquide S.A. (as of May 10, 2006)

Alr Liquide International, American Alr Liquide Inc. (AAL}, Air Liquide
International Corporation (ALIC)

Chairman: Amaerican Alr Liguide Holdings Inc.

Director: SOAEQ {until March 2006}, Air Liquide ltalia Srl.,

AL Air Liquide Espafia S.A.

Danocne Group (Chairman of the Audit Committee)
Member of the Supervisory Board: Michelin

Sir Lindsay Owen-Jones

Vice-Chairman of the Board of Directors

Business address:

L'Oréal, 41 rue Martre — 82117 Clichy Cedex

Baorn in 1946

Number of shares owned as of December 31, 2006: 8,827 shares
Date of 1st appointment: 1994

Start of current term: 2008

Expiration date of term: 2009

Positions hetd during the last five years

2002

Vice-Chairman of the Supervisory Board: L Air Liquide S.A.
Chairman-CEQ: L'Oréal

Chairman of the Board of Directors and Director: £'Oréal USA Inc.,
L'Oréal UK Ltd, Galderma Pharma, Switzerland

Director: Gesparal, BNP Paribas, Sanofi-Synthelabo

2003

Vice-Chairman of the Supervisory Board: LAir Liquide S.A.
Chairman-CEQ: L'Oréal

Chairman of the Board of Directors and Director: L'Oréal USA Inc.,
L'Oréal UK Lid

Chairman of the Board of Directors: Galderma Pharma, Switzerland
Director: Gesparal, BNP Paribas, Sanofi-Synthelabo

2004

Vice-Chairman of the Supervisory Board: L'Air Liquide S.A.
Chairman-CEQ: L'Oréal

Chairman of the Board of Directors and Director: L'Oréal USA Inc.,
L'Oréal UK Ltd, Galderma Pharma, Switzerland (Chairman until May
24, 2004)

Director: Gesparal (until April 28, 2004), BNP Paribas,
Sanofi-Aventis

2005

Vice-Chairman of the Supervisory Board: L'Air Liguide S.A.
Chairman-CEQ: L'Oréal

Chairman of the Board of Directors and Director: L'Oréal USA Inc.,
'Oréal UK Ltd

Director: Galderma Pharma, Switzerland, BNP Paribas

(until December 14, 2005), Sanofi-Aventis, Ferrari SpA, Italy

(as of April 22, 2005)




2006

Mermber of the Supervisory Board: L'Air Liguide S.A,

{uritil May 10, 2006}

Vice-Chairman of the Board of Directors and Direcior: L'Air Liquide
S.A. (Chairman of the Appointments Committee, Chairman of the
Remuneration Committes) (as of May 10, 2006)

Chaiman-CEQ: L'Oréal (until April 2006)

Chairman of the Board of Directors: L'Oréal (as of April 2006)
(Chairman of the Committee for “Strategy and Implermentation”)
Chairman of the Board of Directors and Director: L'Oréal USA Inc.,
L'Oréal UK Ltd

Director: Galderma Phama, Switzerland {until May 2006), Ferrari
SpA {taly}, Sanofi-Aventis (member of the Appointments,
Remuneration and Governance Committee),

Chairman: Alba Plus SASU (since July 2006)

Edouard de Royere

Honorary Chairman

Business address:

Air Liquide, 75, quai d'Crsay — 75321 Paris Cedax 07

Born in 1932

Number of shares owned as of December 31, 2006: 30,503 shares
Date of 1st appointment: 1971

Start of current term: 2006

Expiration date of term: 2008

Positions held during the last five years

2002

Honorary Chairman of the Supervisory Board: L'Air Liquide S.A.
Director: American Air Liquide Inc., Air Liquide International
Corporation L'Oréal, Sodexho Alliance

Member of the Supervisory Board: Michelin

Auditor: Fimalac, Wanadoo

Chairman: Association Nationale des Sociétés par Actions (ANSA)

2003

Honorary Chairman of the Supervisory Board: L'Air Liquide S.A.
Director: American Air Liquide Inc., Air Liquide international
Corporation Sodexho Alliance

Member of the Supervisory Board: Michelin

Auditor; Fimalac, Wanadoo

Chairman: Association Naticnale des Sociétés par Actions (ANSA)

2004

Honorary Chairman of the Supervisory Board: LAl Liquide S.A.
Director: American Air Liquide Inc., Air Liquide International
Corporation Sodexho Alliance, Siparex Associés (since July 2004)
Msmber of the Supervisory Board: Michelin

Auditor: Fimalac, Wanadoo {until March 2004)

Chairman: Association Nationale des Sociétés par Actions {ANSA)

2005

Honorary Chairman of the Supervisory Board: L' Air Liquide S.A.
Director: Sodexho Alliance (until February 2005), Siparex Associés
{until December 2005)

Augditor: Fimalac

Member of the Supenvisory Board: Michelin

Honorary Chairman: Association Nationale des Sociétés par
Actions (ANSA)

2006

Member of the Supervisory Board: L'Air Liquide S.A.

{untit May 10, 2006)

Director: L'Air Liquide S.A. (member of the Audit and Accounts
Committee) (as of May 10, 2006)

Auditor; Fimalac

Member of the Supervisory Board: Michelin

Hanorary Chairman: Association Nationale des Sociétés

par Actions (ANSA)

Management Report

Thierry Desmarest

Director

Business address: TOTAL, Tour Coupole, 2 place de la Coupolg -
82078 Paris La Défense

Born in 1845

Numnber of shares owned as of December 31, 20086: 1,076 shares
Date of 1st appointment: 1999

Start of current term: 2006

Expiration date of term: 2009
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Positions held during the last five years

2002

Member of the Supervisory Board: L'Air Liquide S.A,
Chairman-CEQ: TotalFinaElf, Elf-Aguitaine
Chaiman: Total Foundation

Director: Sanofl-Synthélabo

Member of the Supervisory Board: Areva

2003

Member of the Supervisory Board: L Air Liquide S.A.
Chairman-CEQ: TotalFinaElf, Eff-Aquitaine

Chairman: Total Foundation

Director: Sanofi-Synthélabo '
Member of the Supervisory Board: Areva

2004

Member of the Supervisory Board: L Air Liguide S.A,
Chairman-CEQ: Total S.A., Elf-Aquitaing

Chairman: Total Foundation

Director: Sanofi-Aventis

Member of the Supervisory Board: Areva

2005

Member of the Supervisory Board: UAir Liquide S.A.
Chairman-CEQ: Total S.A., Eif-Aquitaine

Chairman: Total Foundation

Director: Sanofi-Aventis

Member of the Supervisory Board: Areva

2006

Member of the Supervisory Board: L'Air Liguids S.A.
{until May 10, 2006}

Director: L'Air Liquide S.A. {member of the Appointments
Committee, member of the Remuneration Committee)
(as of May 10, 2006)

Chairman-CEO: Total S.A., Elf-Aquitaine

Chairman: Total Foundation

Director: Sanofi-Aventis

Member of the Supervisory Board: Areva

Alain Joly

Director

Business address: Alr Liquide, 75, quai d'Orsay —

75321 Paris Cedex 07

Born in 1938

Number of shares owned as of December 31, 2006: 66,866 shares
Date of 1st appointment: 1982

Start of current term: 2006

Expiration date of term: 2009

Positions held during the last five years

2002

Chairman of the Supervisory Board: L'Air Liquide S.A.
Director: SOAEQ, Air Liquide International Corporation
(United States), American Air Liquide Inc.

Lafarge, BNP Paribas

2003 .

Chairman of the Supervisory Board: L'Air Liquide S.A.
Director: SOAEQ, Air Liquide International Corporation
{United States), American Air Liquide Inc.

Lafarge, BNP Paribas
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2004

Chairman of the Supervisory Board: L'Air Liquide S.A.
Director; SOAEQ, Air Liquide International Corporation (United
States), American Air Liquide Inc.

Lafarge, BNP Paribas

2005

Chairman of the Supervisory Board: L'Air Liguide S.A,
Director: SOAEQ

Lafarge, BNP Paribas

2006

Chairman of the Supervisory Board: L'Air Liquide S.A.
{until May 10, 2006)

Director: L Air Liquide S.A. (member of the Appointments
Committee, member of the Remuneration Committee),
{as of May 10, 2006)

SOAEQ (until January 2008), Lafarge, BNP Paribas

Professeur Rolf Krebs

Director

Business address: Bankhaus Metzler, Grosse Gallusstr. 18
60311 Frankfurt am - Main — Germany

Born in 1940

Number of shares owned as of December 31, 2008: 605 shares
Date of 1st appointment: 2004

Start of current term: 2006

Expiration date of term: 2008

Positions held during the last five years

2002

Chairman of the Supervisory Board: Epigenomics AG

Member of the Advisory Board: Deutsche Bank Mitte, Weissheimer
Malz GmbH, Barmenia Versicherungen

2003

Chairman of the Supervisory Board: Epigenomics AG

Member of the Advisory Board: Deutsche Bank Mitte, Weissheimer
Malz GmbH, Barmenia Versicherungen

2004

Member of the Supervisory Board: L Air Liquide 5.A., Ganymed
Pharmaceuticals AG, mg technologies, Vita 34 AG

Chairman of the Supervisory Board: Epigenomics AG

Member of the Advisory Board: Apax Partners, Deutsche Venture
Capital, Peters Associates, Weissheimer Malz GmbH

2005

Member of the Supsrvisary Board: L'Air Liquide S.A., Ganymed
Pharmaceuticals AG, GEA Group AG, Vita 34 AG

Chairman of the Supervisory Board: Epigenomics AG

Mernber of the Advisory Board: Apax Partners, Deutsche Venture
Capital, Weissheimer Malz GmbH, L.ehman Brothers Limited,

E. Merck OHG, Almirall Podestarma S.A,

2006

Member of the Supsrvisory Board: L'Air Liquide S.A.

{until May 10, 2006)

Directar: L'Air Liquide S.A. (member of the Audit and Accounts
Committee) {as of May 10, 2006)

Chairman of the Supervisory Board: Epigenomics AG, Ganymed
Pharmaceuticals AG, Merz Pharmaceuticals GmbH, E. Merck
KGaA

Member of the Supenvisory Board: GEA Group AG (until January
2006) et Vita 34 AG (until March 2006)

Member of the Advisory Board: Apax Partners, Deutsche Venture
Capital, Weissheimer Malz GmbH, Lehman Brothers Limited,

E. Merck OHG
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Gérard de La Martiniére

Director

Business address:

FFSA (Fédération Frangaise des Sociétés d’Assurances),

26 boulevard Haussmann — 75009 Paris

Born in 1943

Number of shares owned as of December 31, 2006: 915 shares
Date of 1st appointment: 2003

Start of current term: 2006

Expiration date of term: 2007

Positions held during the last five years

2002

Chairman-CEQ: Cie Financigre de Paris

Chairman: Les Ateliers de Construction du Nord de La France
{ANF), Sté Beaujon

Member of the Management Board: AXA

Chief Executive Officer: Finaxa

Director: Finaxa, AXA Insurance Holding (Japan), AXA ltalia S.p.A.
(Iltaly}, AXA RéFinance, AXA Cessions, Schneider S.A.,

Crédit Lyonnais

Permanent Representative of:

- Axa on the Boards of Mofipar, Axa Corporate Solutions, Saint
Georges RE, Axa Investment Managers

- Finaxa on the Board of Colisée Vendéme

- 5té Beaujon on the Board of Axa Reim

Member of the Supervisory Board:

Eurcpean Financial Reporting Advisory Group (EFRAC)

2003

Before May 2003:

Chaijrman: AXA RéFinance, Les Ateliers de Construction du Nord
de La France (ANF}, FDR Participations, Sté Bsaujon

Member of the Management Board: AXA

Deputy Chief Executive Officer: Finaxa

Director: Finaxa, AXA Cessions, Cie Financigre de Paris, Oudinot
Finance, AXA Insurance Holding Co., Ltd. {Japan)

Crédit Lyonnais, Schneider Electric

Permanent Represantative of:

— Axa on the Boards of Axa Ré, Saint Georges RE, Axa Investment
Managers

- Axa on the Board of Management of Mofipar

- Société Beaujon on the Board of Axa Real Estate lnvestment
Managers

Member of the Supervisory Board: European Financial Reporting
Advisory Group (EFRAG)

After May 2003 :

Member of the Supervisory Board: L'Air Liquide S.A., European
Financial, Reporting Advisory Group (EFRAG)

Director: Schneider Electric S.A.

Chairman: LCH. Clearnet Group Limited UK, Fédération Frangaise
des Sociétés d'Assurances

2004

Member of the Supervisory Board: L'Air Liquide S.A.
Chairman: Fédération Frangaise des Sociétés d’Assurances,
Comité Européen des Assurances

Director: Schneider Electric S.A.

Chairman of the Board of Directors: LCH. Clearnet

Group Limited UK

2005

Member of the Supervisory Board: L'Air Liquide S.A.
Chairman: Fédération Frangaise des Sociétés d’Assurances,
Comité Européen des Assurances

Director: Schneider Electric S.A.

Chairman of the Board of Directors:

L.CH. Clearnet Group Limited UK




2006

Member of the Supervisory Board: L'Air Liquide S.A.

{until May 10, 2006)

Director: L' Air Liquide S.A. (Chairman of the Audit and Accounts
Committee) {as of May 10, 2006)

Chairman: Fédération Frangaise des Sociétés d'Assurances,
Comité Européen des Assurances

Member of the Supervisory Board: Schneider Electric S.A.
(Chairman of the Audit Committee)

Cornelis van Lede

Director

Business address: Akzo Nabel NV, Velperweg 76,

PO Box 9300, 6824 BM Arnhem - The Netherands

Born in 1842

Number of shares owned as of December 31, 2006: 610 sharas
Date of 1st appointment; 2003

Start of current term: 2006

Expiration date of term: 2007

Paositions held during the last five years

2002

Chairman of the Management Beard: Akzo Nobel N.V.
Chairman of the Supervisory Board: Central Bank

of the Netherlands

Director: Scania AB, Sara Lee Corporation

Member of the Supervisory Board: Haineken N.V,
Vice-Chairman of the Board of Directors; INSEAD

2003

Member of the Supervisory Board: L'Air Liquide S.A.,

Akzo Nobel NV, Royal Philips Electronics N.V., Heineken N.V,
KLM

Chairman of the Suparvisory Board: Central Bank of the
Netherands

Director: Scania AB, Reed Elsevier, Sara Lee Corporation
Vice-Chairman of the Board of Diractors: INSEAD

2004

Member of the Supervisory Board: LAlr Liquide S.A.,

Akzo Nobel N.V., Royal Philips Electronics N.V., Heineken N.V.
Director: Air France-KLM, Reed Elsevier, Sara Lee Corporation
Chairman of the Supenvisory Board: Central Bank of the
Netherands {until October 2004}

Chairman of the Board of Directors: INSEAD

2005

Member of the Supervisory Board: LAir Liquide S.A.,

Akzo Nobel NLV., Royal Philips Blectronics NV, Heineken N.V.
Director: Air France-KLM, Reed Elsevier, Sara Las Corporation
Chairman of the Board of Directors: INSEAD

2006

Member of the Supervisory Board: L'Air Liquide S.A.

{until May 10, 2006)

Director: L'Air Liquide S.A, (member of the Appointments
Committes, member of the Remuneration Committes)

{as of May 10, 2008)

Member of the Supervisory Board: Akzo Nobel NV,

Royal Philips Electronics N.V., Heineken NV,

Director: Air France-KLM, Reed Elsevier, Sara Les Corporation
Chairman of the Board of Directors: INSEAD

Management Report

Béatrice Majnoni d’'Intignano

Director

Born in 1942

Nurnber of shares owned as of December 31, 2006: 702 shares
Date of 1st appointment: 2002

Start of current term: 2006

Expiration date of term: 2010

Positions held during the last five years

2002

Member of the Supervisory Board: L'Alr Liquide S.A.
Professor of ecenomics at the University of Paris Xl - Créteil
Member of the Economic Analysis Council under the French
Prirme Minister

Director: AGF

2003

Member of the Supervisory Board: L'Air Liquide S.A.
Professor of economics at the University of Paris Xl - Créteil
Member of the Economic Analysis Council under the French
Prime Minister

Diractor: AGF

2004

Membar of the Supervisory Board: L'Air Liquide S.A,
Professor at the University of Paris Xl - Créteil
Member of the Economic Analysis Council

Director: AGF

2005

Member of the Supervisory Board: L'Air Liquide S.A.
Professor at the University of Paris Xl - Crétell
Member of the Economic Analysis Councll

Director: AGF

2006

Member of the Supervisory Board: LAir Liquide S.A.

{until May 10, 2006)

Director: L'Air Liquids 5.A. {member of the Audit and
Accounts Committee) {as of May 10, 2006)

Profassor at the University of Paris X!l - Créteil

Member of the Economic Analysis Council

Director: AGF {member of the Remuneration and Agreements
Committes)

Thierry Peugeot

Director

Business address: Peugeot S.A.

75 avenue de la Grande Armée — 751186 Paris Cedex 16

Born in 1957

Number of shares owned as of December 31, 2008: 550 shares
Date of 1st appointment; 2005

Start of current term: 2006

Expiration date of tenm: 2009

Positions held during the last five years

2002

Chairman of the Supervisory Board: Peugeot S.A., IP Est

Vice Chairman: Etablissements Peugeot Fréres

Director: Cie Industrielle de Delle, La Frangaise de Participations
Financigres, La Société Anonyme de Participations

Permanent Representative of the Compagnie Industrielle de Delle
on the LISI Board of Directors
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2003

Chairman of the Supervisory Board: Peugeot S.A.

Vice Chairman: Etablissements Peugect Fréres

Director: AMC Promotion, Cie Industrielle de Delle, Faurecia, IP Est,
La Frangaise de Participations Financidres, La Société Anonyme de
Participations

Permanent Represeniative of the Compagnie Industriglle de Delle
on the LISI Board of Directors

2004

Chairman of the Supenvisory Board: Peugeot S.A.

Vice Chairman: Etablissements Peugeot Fréres

Director: AMC Promotion, Cia Industrielle de Delle, Faurecia, IP Est,
La Frangaise de Participations Financiéres, La Société Anonyme de
Participations

Permanent Representative of the Compagnie Industrielle

de Delle on the LIS! Board of Directors

2005

Member of the Supervisory Board: L'Air Liquide S.A.

Chairman of the Supervisory Board: Peugeot S.A.

Vice Chairman: Etablissements Peugeot Fréres

Director: Société Foncidre, Financiére et de Participations,

La Frangaise de Participations Financiéras, La Société Anoryme de
Participations, Immeubles et Pasticipations de F'Est, Faurecia,
Compagnie Industrielle de Delle

Permanent Representative of the Compagnie Industrielle

e Delle on the LISI Board of Directors

2006

Member of the Supervisory Board: L'Air Liquide S.A. (until May 10,
2006}

Director: L’Air Liquide S.A. {as of May 10, 2006}

Chairman of the Supervisory Board: Peugeot S5.A.

Vice Chairman: Etablissements Peugect Fréres

Director: Société Foncigre, Financiére et de Participations,

La Frangaise de Participations Financiéres, La Société Anonyme de
Participations, Immeubles et Participations de I'Est, Faurecia,
Compagnie Industrielle de Delle

Permanent Representative of the Compagnie Industrielle de Delle
on the LISI Beard of Directors
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Paul Skinner

Director

Business address: 6 st James's Square —

London SW1Y 4LD - United Kingdom

Born in 1944

Number of shares owned as of December 31, 2006: 550 shares
Date of 1st appointment: 2006

Start of current term: 2006

Expiration date of term: 2010

Positions held during the last five years

2002

Managing Director: The “Shell” Transport and Trading Co. plc
Chairran: Shell Canada

Member of the Board: Shell Deutschland Holdings GmbH,

Shell International BY, Shell International Ltd,

Shell International Petroleurn co. Ltd, Shelf Investments Ltd, Shell
Petroleum NV, Shell Resources plc, Société des Pétroles Shell S.A.
Meamber of the Board of Directors: INSEAD

2003

Managing Director: The “Shell” Transport and Trading Co. plc
Chairman: Rio Tinto ple, Rio Tinto Ltd

Director: Standard Chartered plc

Member of the Board: Shell Deutschland Holdings GmbH, Shell
International BV, Shell International Ltd, Shell International
Pstroleum co. Ltd, Shell Investments Ltd, Shell Petroleum NV, Shell
Resourcas plc, Société des Pétroles Shell S.A.

Member of the Board of Directors: INSEAD

2004

Chairman: Rio Tinto plc, Rio Tinto Ltd

Director: Standard Chartered plc, Tetra Laval Group
Member of the Board of Directors: INSEAD

2005

Chairman: Rio Tinto ple, Ric Tinto Lid

Director: Standard Chartered ple, Tetra Laval Group
Member of the Board of Directors: INSEAD

2006

Director; L'Air Liquide S.A. (as of May 10, 2008)
Chairrman: Rio Tinto plc, Rio Tinto Ltd

Dirsctor; Standard Chartered plc, Tetra Laval Group
Meamber of the Board of Directors: INSEAD
Member of the Board: UK Ministry of Defence




Jean-Claude Buono

Executive Vice-President

Business address: Air Liquide, 75 quai d'Orsay

75321 Paris Cedex 07

Born in 1943

Number of shares owned as of Daecember 31, 2006: 11,890 shares

Positions held during the last five years

2002

Member of the Management Board: L'Air Liquide S.A.

Chairman of the Board of Directors: SOAEQ, Aqualung Intermational
Chairman-CEQ: Air Liquide Welding, Air Liguide Asia Pte. Ltd.
Vice-Chairman: Carba Holding

Director-Executive Vice-President; Air Liquide International
Director: Air Liquide Santé International, American Air Liquide Inc.,
Air Liquide International Corporation, Air Liquide Far Eastern, Air
Liguide Japan Ltd., Air Liquide Tunisie, Air Liquide Italia Srl., AL Air
Liquide Espafia, Séchilienne-Sidec, Velecta Paramount

2003

Member of the Management Board: L'Air Liquide S.A.

Chairman of the Board of Directors: SOAEQ, Aqualung
Internaticnal

Chairman-CEQ: Air Liquide Welding, Air Liquide Asia Pte. Ltd.
Director-Executive Vice-President: Air Liquide International
Vice-Chairman: Carba Holding

Director: Séchilienne-Sidec, Air Liguide Santé Internationat,
American Air Liquide Inc., Air Liquids International Corporation, Alr
Liquide Far Eastern, Air Liquide Japan Ltd., Air Liquide Tunisie, Air
Liquide Italia Srl., AL Air Liquide Espafia, Air Liquide US LLC,
Velecta Paramount

2004

Member of the Management Board: L'Air Liquide S.A.

Chairman of the Board of Directors: SOAEQ, Aqualung
International

Chairman-CEQ: Air Liquide Welding, Air Liquide Asia Pte. Ltd.
Director-Executive Vice-President: Air Liquide International
Vice-Chairman: Carba Hoiding

Vice-Chaiman and Director: Air Liquide International Corporation
Director: Air Liquide Santé International, Séchilienne-Sidec (until
December 13, 2004), American Air Liquide Inc., Air Liquide Far
Eastern, Air Liquide Tunisie, Air Liquide ltalia Srl., AL Air Liquide
Espaiia, Air Liquide US LLC (until June 17, 2004), Velecta
Paramount, SNPE

2005

Member of the Management Board: L'Air Liquide S.A.

Chairman of the Board of Directors: SQAEQ

Chairman-CEQ: Air Liquide Walding, Air Liquide Asia Pte. Lid.
Director-Executive Vice-President: Air Liquide International
Vice-Chalrman: Carba Holding

Director: American Air Liquide Inc., Air Liguide Intemational
Corporation, Air Liquide Santé International, Aqualung International,
Air Liquide Far Eastern, Air Liquide Tunisie, Air Liquide Itafia S,
(until March 22, 2005), AL Air Liguidse Espafia (until June 22, 2005),
Velecta Paramount, SNPE

Management Report

2006

Member of the Management Board: LAir Liquide S.A, (until May
10, 2006)

Executive Vice-President: L Air Liquide S.A. (as of May 10, 2006)
Chairman of the Board of Directors: SCAEQ (until March 2006)
Chief Executive Officer: Alr Liquide Welding

Director-Executive Vice-President; Air Liquide International
Vice-Chalrman: Carba Holding {until September 2006)

Director: Air Liquide Santé International, Aqualung International,
American Air Liquide Inc., Air Liquide International Corporation,
Air Liquide Far Eastern Ltd., Air Liquide Tunisie,

Velecta Paramount, SNPE
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Klaus Schmieder

Executive Vice-President

Business address: Air Liguide, 75 quai d'Orsay

75321 Paris Cedex 07

Born in 1948

Number of shares owned as of December 31, 2006; 1,477 shares

Positions held during the last five years

2002

Chairman of the Management Board: Masser Griesheim GmbH
Member of the Supervisory Board: Messer Nippon Sanso GmbH
and Co. KG, Messer Griesheim Industries Inc., Messer Group Inc.,
Altana AG

2003

Chairman of the Management Board: Messer Griesheim GmpH
Member of the Supervisory Board: Messer Nippon Sanso GmbH
and Co. KG, Messer Griasheim Industries Inc., Messer Group Inc.,
Altana AG

2004

Member of the Management Board:L'Air Liquide S.A.
(as of May 12, 2004)

Member of the Supervisory Board: Altana AG
Director: MNS Nippon Sanso

2005

Member of the Management Board: L'Air Liquide S.A.
Vice-Chairman: Air Liquide GmbH

Director: Air Liquide Deutschland GmbH, Air Liquide Italia Srl., AL
Air Liquide Espana, MNS Nippon Sanso {until January 5, 2005)
Member of the Supervisory Board: Altana AG

2006

Member of the Management Board: L'Air Liguide S.A.

{until May 10, 20086)

Exscutive Vice-President: L"Air Liquide S.A. {as of May 10, 2006)
Director: Air Liquide Deutschland GmbH, Air Liquide Italia Srl.,
AL Air Liquide Espaia

Member of the Adviscry Board (Beirat): Schiilke & Mayr GmbH
Member of the Supervisory Board: Allana AG
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Statutory auditors’ offices
and remuneration

Statutory auditors’ offices

Emst & Young Mazars & Guérard

Principal statutory auditor Principal statutory auditor

The Ernst & Young Audit firm is represented The Mazars & Guérard firm is represented by
by Olivier Breillot Frédeéric Alfilaire

Tour Ernst & Young — 92037 Paris La Défense Cedex 61, rue Henri Regnautt — 92400 Courbevoie
Substitute statutory auditor Substitute statutory auditor

Valéria Quint with Ernst & Young Audit Patrick de Cambourg with Mazars & Guérard
Tour Ernst & Young - 92037 Paris La Défense Cedex 61, rue Henri Regnault — 92400 Courbevoie

Al statutory auditors, principal or substitute, were appointed May 12, 2004. Their terms of office will expire following the General
Shareholder's Meeting called to approve the 2009 financial statements.

Remuneration of statutory auditors and their network

Fees recorded in 2004, 2005 and 2006 by the Air Liquide Group for engagements awarded to the statutory auditors were as
follows:

! ‘ ' 2006
In thousands of euros Ernst & Young Mazars Other Total
Statutory audit, certification,
review of individual
and consolidated financial statements 4,520 81.6% 2,399 97.1% 718 57.8% 7,637 82.6%
lssuer 585 416 1,011
Fully consclidated subsidiaries 3,925 1,983 718 6,626
Other procedures and services
directly related to the fully
consaolidated subsidiaries 312 5.6% 44 1.8% 70 5.6% 426 4.6%
Issuer 33 33
Fully consolidated subsidiaries 279 44 70 393
Total of audit services 4,832 87.2% 2,443 98.9% 788 63.4% 8,063 87.2%
Legal, employee and {ax services 573 10.3% 27 1.1% 352 28.3% 952 10.3%
Other services 134 2.4% 102 8.2% 236 2.6%
Other services rendered by the network
to the fully consolidated subsidiaries 707 12.8% 27 1.1% 454 36.6% 1,188 12.8%
Total of auditors’ remuneration 5,539 100.0% 2,470 100.0% 1,242 100.0% 9,251 100.0%
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In thousands of eures Ernst & Young
Statutory audit, certification,
review of individual and consolidated
financial statements 5177  B5.7% 1,829 89.1% 794 34.7% 7,800 B3.8% 6,569
Issuer 650 3N 961
Fully consalidated subsidiaries 4,527 1,518 794 6,839
Other procedures and services
directly related to the fully
consolidated subsidiaries 1,304 16.5% 0 0.0% 113 4.9% 1,417 11.6% 2,964
Issuer 600 600
Fully consolidated subsidiaries 704 113 817
Total of audit services 6481 B2.2% 1,829 891% 907 39.6% 9217 754% 9,533
Legal, employee and tax services 1,160  14.7% 1,180 51.5% 2340 191% 1,824
Other sarvices 243 3.1% 223  105% 204 8.9% 670 5.5% 561
Other services rendered by the network to
the fully consolidated subsidiaries 1403 17.8% 223 10.9% 1,384 ©604% 3,010 246% 2,485
Total of auditors' remuneration 7,884 100.0% 2,052 100.0% 2,201 100.0% 12,227 100.0% | 12,018
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Risk Management

The Report from the Chairman of the Board on the
Company’s internal control procedures presents the Group's
organization and procedures for managing risks (page 28).

Specific business-related risks

Currently, Air Liquide's overall business activity does not rely
on third-party patents, nor does it depend on industrial, com-
mergcial or financial supply contracts, or new manufacturing
processes.

The Group serves more than one milion customers in a broad
range of industries, over a wide geographic area, thus miti-
gating any concentration of customer credit risk for the Group.

Because of the high price volatility of electricity and natural
gas due mainly to market deregulation, Air Liquide’s policy is
to index long-term customer contracts to hedge these risks.
Recent fluctuations in electricity prices led the Group to
replace its pricing indices, for the regulated period, with
indices relevant to each national market. For several years, the
Group has fallowed the same approach for natural gas. In par-
allel, Air Liguide has optimized its policy for the supply of elec-
tricity and gas. This policy enables the Group to offer the best
possible terms to its customers, safely and with transparency,
as it is based on refiable and efficient sources of supply.

In the large Industries activity and in a significant part of
Industria! Merchant, Air Liquide hedges Energy risks with con-
tractual indexation.

Industrial and environmental risks

Industrial and environmental risks are detailed in the two sec-
tions on sustainable developrment in the Reference Document.

These sections indicate the number of sites under the European
Seveso directive and the number of equivalent sites worldwide,
electrical and thermal energy consumption, water consump-
tion, emissions intoc water and the atmosphere, the distance
covered by delivery trucks and progress made towards quality
(ISO 9001) and environmental (ISO 14001) certifications.

These sections also include:

s the Group's safety policy, a key priority, with resuits for the
past 15 years,

a the deployment of the new industrial management system
(IMS) designed to consclidate the managemient processes
concerning safety, refiability, environmental preservation and
risk control for all the Group's industrial activities worldwide.
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Legal risks

The Group has a worldwide presence. Its companies oper-
ating industral and medical gases production units are obliged
to comply with the rules and regulations in force locally, par-
ticularly in the technical field.

Furthermore, in Healthcare, certain products may be subject
to drug regulatory control.

At this time, the Group has no knowledge of any exceptional
facts or litigation, including in the very recent past, that could
significantly affect its assets, financial position, activities or
resutts.

Financial risks

The Group’s financial palicy and financial risk management
principles are defined and their implementation monitored by
the Finance Committee. This Committee is comprised of
members of the Management Board, the Finance Director and
representatives from the Finance Department. The Finance
Department also analyzes country and customer risks as part
of Investment decisions and participates in Investment
Committee meetings.

Foreign exchange risk

Since industrial and medical gases are rarely exported, most
products are manufactured in the country where they are sold.
Thus, the risk of currency fluctuations affecting the Group's
activities is limited and transactional risk is marginal. Foreign
exchange transaction risk is related to cash flows arising from
patent royalties, technical support and dividends, and for-
eign currency commercial cash flows from operating entities.
These commercial cash flows in foreign currencies only rep-
resent approximately 4% of consolidated revenues on an
annual basis. This foreign exchange transaction risk is man-
aged through the hedging policy implemented by the Finance
Department.

Furthermore, the Group provides a natural hedge and reduces
its exposure to exchange rate fluctuations by raising debt in
the currency of the cash flows generated to repay debt. In
countries outside the euro, US dollar and yen zones, financ-
ing is raised in local currency or when contracts are indexed
in euros or US dollars, in foreign currency (EUR or USD).




The residual foreign exchange rigk to which the Group is
exposed is mainly the transtation of local currency financial
statements into euros (foreign exchange translation rigk).
Regarding this translation risk, the sensitivity to the two main
foreign currencies — the US dollar (USD) and the yen (JPY) is
as follows:

Foreign exchange risk

Impact of a + /-1 % fluctuation in the foreign exchange rate

On % On %

In millions sales group  operating group
of euros income
recurring

usp 210 019 2.5 0.15

JPY 10.1 0.09 1.1 0.06

Note 27 to the financial statements describes the foreign
exchange transaction risk management process and the
derivative instruments used.

Interest rate risk

The Group's objective is to reduce the impact of interest rate
fluctuations on its interest expenses and, by a prudent pol-
icy, to finance long-term assets with shareholders’ equity
and fixed-rate long-term debt. Since most of Air Liguide’s
activities are based on long-term contracts (10 to 15 years),
a policy promoting interest rate hedging (fixed rates and
options) ensures financing cost when deciding on long-term
investments.

Group policy is to maintain over a medium to long-term hori-
zon at least 50% of total debt at fixed-rates and to protect the
residual balance (floating-rate debt) using optional hedges.
This approach enables the Group to limit the impact of inter-
est rate fluctuations on financial expenses, while benefiting,
for a portion of the debt, from short-term interest rates which
are generally lower than long-term interest rates.

Ajr Liquide interest rate risk management on its main curren-
cies - euro, U.S. dollar, and Canadian dollar is centralized.
These currencies represent approximately 94% of total gross
debt. For other currencies, the Finance Department advises
the subsidiaries on hedging their foreign currency exposure in
accordance with local financial market regulations.

Management Report

The Finance Committee determines the fixed rate/floating rate
ratio for each currency and approves the hedging instruments
used.

Note 27 to the financial staterments describes the sensitivify
of the Group's financial expenses to interest rate fluctuations.

Counterparty and liguidity risk
They are described in note 27 to the financial statements

Insurance management

The Group has adequate insurance coverage, underwritten
by first-rate insurers, for civil liabifity, property damage and
business interruption.

Property damage and business interruption

Group property and business interruption are covered by
property and casualty insurance policies underwritten in each
country in which the Group operates. Most all of these poli-
cies are integrated into an international program.

These policies, which are generally of the “All Risks” form,
cover fire, lightning, water damage, explosions, vandalism,
impact, machinery breakdown, theft and, depending on the
country and in limited amounts, natural disasters.

Business interruption is insured for most production sites
under these same policies.

The coverage period for business interruption is 12 to
18 months.

Property damage deductibles are 15,000 euros per loss for
small sites and 400,000 euros per loss for large production
units, except in the United States, where the deductible is
1.5 million dollars per loss. Business interruption is covered
with a deductible period of 15 days for most operations,
except in the United States, where the deductible is 60 days.

Since January 1, 2003, the Group has retained a portion of
property damage and business interruption risk through a
captive reinsurance company in Luxembourg. This captive
reinsurance company is fully integrated within the property
damage and business interruption national program.
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Management Report

This company covers losses of up to 5 million euros per loss
over and above the deductibles to a maximum of 10 million
euros per year. Beyond these amounts, risks are transferred
to insurers. The captive reinsurance company is run by a cap-
tive manager approved by the Luxembaourg Insurance
Commission.

This reinsurance company is fully consolidated. Its balance
sheet as of December 31, 2006 totaled 20.7 million euros,
mainly represented by cash in assets and technical provisions
in liabilities.

Insurers conduct regular visits at the main industrial sites for
risk prevention purposes.

Civil iability

In terms of civil liability, the Group maintains two separate cov-
erages, one for the North American zone and another for the
rest of the world. The North American zone is covered by
insurance underwritten in the United States. For the other
zones, the Group has taken cut an umbrella palicy, underwrit-
ten in France, which covers both the Company and its sub-

siciaries outside of the United States and Canada, beyond
any local coverage provided for the subsidiaries.

These two policies cover liability of the Group companias for
any damage they might cause to a third party in the course
of doing business {operational risk) or arising from their prod-
ucts {product risk). Furthermore, with certain fimitations, these
policies cover pallution risk and product recalt costs.

The coverage amounts underwritten exceed 500 miltion
eurcs. Both policies are built on several overlapping insurance
lines and each fine has been underwritten for a given amount
with several insurers sharing the risk. Beyond the first line, the
upper lines pick up the excess risk from the lower lines.
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The policy underwritten by the Company in France serves as an
umbrella for subsidiaries outside of North America. Under this
umbrella, each foreign subsidiary has its own policy covering
damages to third parties incurred through its activities or prod-
ucts. The amount insured for each subsidiary in its policy
depends on the amount of its revenue. The coverage under
the French umbrella policy is supplemental to any local amounts.

The deductible is 2 million dollars per loss for insurance under-
written in the United States for North America. The deductible
of the umbrella policy underwritten in France for the rest of the
warld is 15,250 euros per loss, but with higher amounts for pure
financial loss, pollution, recall costs and Electronics customers.

The main exclusions are deliberate acts, war, nuclear incidents
and repair of defective products.




Sustainable development
Indicators and objectives

The principles of sustainable development that have been
at the heart of Air Liquide’s corporate strategy are focused
on four dimensions:

* Creating value for shareholders by developing the
company’s business and performance over the fong term
and with transparency,

° Developing the potential of the company’s men and
women in their commitment to a common objective,

¢ Preserving life and the environment in the Group's
operations and at its customers’ sites,

e Innovating for tomorrow to guarantee the growth of the
company and its customers.

;51_;

Benoit Potier
Chairman and Chief Executive Officer

Contents
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iIndicators

Protocol and definitions

In the absence of a relevant and recognized benchmark for
industrial gas activities, Air Liquide has created a protocol to
define its reporting methods for human resources, safety
and environmental indicators. This protocol includes in a
singte document all the definitions, measurement procedures
and collection methods for this information.

In line with the Group's commitment to continuous improve-
ment, Air Liquide is gradually making adjustments to its sus-
tainable development indicators protocol to reflect changes in
the Group. This protocol is based on the general principles
defined by the Group with regard to scope, responsibilities,
controls and limits, and establishes definitions, respansibili-
ties, tools and data-tracing methods for each indicator. This
document is regularly updated. Moreover, this protocol is now
applied to all the Group's formalized procedures in the frame-
work of the IMS (Industrial Management System).

Scope and consolidation methods

Starting this year, production units are included in the
reporting system as of their industrial service startup,
whereas in preceding years, they were included after one
complete calendar year of activity.

Human resources indicators are consclidated worldwide
for all companies globally and proportionally integrated
within the financial consolidation scope. Safety indicators are
consolidated worldwide for all companies in which Air
Liquide has operational control.

Information on the impact of transportation (kilometers
traveled by delivery trucks, carbon dioxide emitted) cov-
ers the entire world. Figures are calculated on the basis of
data collected in the main countries where the Group is
established around the world. Information on kilometers
saved and carbon dicxide emissions avoided through on-
site air gas production units is worldwide and involves all
countries globally integrated within the financial consoli-
dation scope.

AIR LIQUIDE 56

Methodology for reporting human
resources, safety and environmental

Environmental and energy indicators for the eight main types
of production units operated by the Group are consolidated
for the third year based on a worldwide scope that includes
the main countries in which the Group is established,
accounting for about 89% of the Group’s revenue in Gas
and Services, and 94% of the Group’s total revenue.

This year, the inclusion of production units in the repaorting is
exactly in line with the Group’s financial consolidation rules. All
the units that belong to the Group's companies consclidated
through global integration are included in the reporting.
The units that belong to companies consolidated through
proportionate consolidation are reported using the same
percentage as the Group’'s holding in this company. Lastly,
companies consolidated financially through the equity
method are not included in the reporting.

Estimates of the Group’s revenue percentage where the IMS
{Industrial Management Systems)} is being rolled out are based
on the companies included within the financial consolidation
scope. Electricity consumption is only taken into account
when Air Liquide pays for this electricity, Energy consumption
of on-site units, as well as water consumption spegific to the
sale of treated water (which is not part of the Group's core
business) are excluded from the data consolidation scope.
Certain sites including several activities may report data on
only one of those activities.

Reporting and responsibility

Human resources, safety and environmental indicators are
produced by several data-collection systems in the Group,
each under the responsibility of a specific department.

w Human resources indicators included in the Group's general
accounting consolidation tool are under the dual responsibility
of the Finance Department and the Human Resources
Department.

w Safety indicators are based on the Group's accident
reporting tool, which falls under the Safety and Risk
Management Department (DMRS).




a The energy indicators for carbon dioxide emissions from the
main air separation units, cogeneration, hydrogen and carbon
monoxide units are tracked by the Large Industries division
using a dedicated intranet tool.

m As a complement, the collection of environmental data is
carried out by the Safety and Risk Management Department
(DMRS) using a dedicated intranet tool, and includes:

~ for the units mentioned above; other environmental indicators
(atmospheric emissions, water consumption, discharge into
water, etc.),

- for the smaller units {acetylene, nitrous oxide, carbon dioxide
units, and hygiene and specialty products units) and the
welding units, all indicators (energy use, atmospheric
emissions, water consumption, discharge into water, etc.),

m Indicators on kilometers traveled are the respensibility of
the Industrial Merchant division,

a Finally, the estimate of the Group’s revenue percentage
where the IMS project is being rolled out are indicators under
the responsibility of the Safety and Risk Management
Department.

Controls

Each department in charge of collecting data is responsible
for indicators provided. Control occurs at the time of
consolidation (review of changes, intersite comparisons),
Safety and energy indicators are included in operational
audits of business activities. In addition, in the process of
collecting data in an expanded scope, the Safsty and Risk
Management Department (DMRS) conducted internal audits
of environmental data on a sample of sites representative
of the varfous types of units monitored. Where the data
reported is incoherent or missing, an estimated value may
be used by default. For the fourth year, and in the spirit of
continuous improvement, Air Liquide has asked the
Environment and Sustainable Development Department of
its statutory auditors, Ernst & Young and Mazars & Guérard,
to review the Group's procedures for human resources

Sustainable development

(excluding employee shareholders), safety and environmental
indicators, and to check certain sites or units on the process
of data collection. The review and its findings are presented
below. This review process has also given rise to recommen-
dations, communicated within the Group, in order to
imprave performance in the following year.

Methodological limitations

Methodologies for reporting on certain human resources,
safety, and environmental indicators may present certain
imitations, given:

a the absence of recognized definitions at the national and
international levels, in particular those indicators concerning
engineers and managers and social performance,

a the representative character of measurements and the
necessary estimates involved. This is particularly relevant
for indicators on carbon dioxide emissions avoided, water
consumption, kilometers saved by on-site units and indicators
regarding training.
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about safety and environmental reporting procedures™

At the request of Air Liguide, as statutory auditors, we reviewed reporting procedures of human resources ), safety and environ-
mental indicators published for the 2008 reporting period and presented in the tables on the following pages. These indicators
were prepared under the responsibility of Air Liquide's Executive Management, according to the Group's procedures summa-
rized in the preceding pages. It is our responsibility to provide you with our findings following the review described below.

Nature and scope of review

As agreed, we carried out the following tasks:

= We reviewed the procedures and their relevance, their completeness and precision with regard to the Group's activities;

a We conducted interviews at corporate headquarters with the departments in charge of the various reporting systems
(sustainable development, human resources, finance, risk and safety management, Large industries, Industrial Merchant) to
review the consolidation and data control processes as well as their presentation in the Annual Report;

m We visited six entities and six production units in five countries in Europe and North America: the Large Industrie Belgium
entities, the Air Liquide America entities in the United States®, Air Liquide Belgium, Air Liquide Espafia, Air Liguide Deutschland
GmbH and Shilke & Mayr GmbH (Germany) for the human resources reporting; the air separation units Fos Audience and Tonkin
(France), the hydrogen production units El Segundo (United States) and Puertollano (Spain) and the air separation and
cogeneration units of Bayport (United States) for environmental and safety reporting. In these areas, we selected the topics
we considered priorities: for human resources, employees, parity for women, training and performance review; for safety,
accident frequency rate; for the environment, energy cansumption, carbon dioxide emissions and water consumption; and
for management systems, deployment of the IMS {Industrial Management System). We evaluated the proper understanding
and implementation of data-collection procedures.

= For this review, we called on our teams specialized in sustainable development.

In accordance with ISAE {Interational Standard on Assurance Engagements) international audit standards, such a review does not
include all the relevant controls for providing assurance on data, but it does allow us to describe findings on reporting procedures.

Findings on procedures

Our reviews led us to the following conclusions:

a The Air Liquide Group presents it methodology on the preceding pages as well as notes and comments on the tables on the
following pages. In particular, the production units' consclidation rules have been maodified for this year to be in line with finangcial
consolidation rules.

» Compared to the preceding year, the formalization of data-collection procedures has been strengthened:

- For environmental and safety indicators, the protocol is based on all the formalized procedures in the framework of the IMS
{Industrial Management System),

- Far human resources, awareness-raising an the protocol’s application has been increased.

u The application of data-collecting procedures and the cansolidation of data on training and water consumption are perfectible.

Courbevoie, Paris-La Défense, March 19, 2007

The statutory auditors

MAZARS & GUERARD ERNST & YOUNG Audit
Philippe MOUTENET Qlivier BREILLOT

“This is a free translation into English of a report issued in the French language and is provided solely for the conveniance of English speaking roaders.

(1) Excluding share capita held by Group employaes.

(2) Entity comprised of the AL Large Industries LP, AL Industrial US LP. AL America LP, AL Advanced Technologies US LLG, AL Electronics US LF, AL Heatthcare
and AL USA LLC companies.
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Growth of net profit and basic earnings per share

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

IFRS
Net profit {n milions of euros) ‘ 471 516 583 652 702 703 726 780 933 1,002
Basic earnings per share {in euros) (1} 378 414 454 527 575 583 606 656 786 835

(1) Based on the average annual number of shares (excluding treasury shares) and adjusted to account for increases in capital and share subscriptions.

Growth in overall distribution Evolution of % of registered capital and
to shareholders number of shares with bonus dividend since 1997
Year Overali distribution Year Registered Number of shares
in euros capital (in %) with bonus dividend
1997 179,476,216 1997 38% 23,110,575
1998 205,141,753 1998 35% 25,539,055
1999 221,705,489 1999 32% 24,087,590
2000 281,772,221 2000 30% 24,944,295 I
2001 298,088,761 2001 29% 23,315,671
2002 330,455,564 2002 27% 24,489,228
2003 327,486,475 2003 28% 24,266,063
2004 391,189,742 2004 30% 25,876,746
2005 432,083,449 2005 31% 27,264,001
20086 497,047,195 ] [ 2006 32% 31,126,097

Evolution of share ownership

In % 1997 1998 1989 2000 2001 2002 2003 2004 2005 2006
individual shareholders 52.0 48.2 50.0 45.4 41.7 39.9 40.5 38.9 38.1 38.4
Institutional investors ‘ 48.0 51.8 50.0 52.9 55.6 58.4 57.6 59.8 61.4 60.9
Treasury shares 1.7 2.7 1.7 1.9 1.3 0.5 0.7

é > Objective
j In the last 10 years, the growth in value of a portfolio of Air Liquide shares has been

+13% a year, including reinvested dividends, bonus shares and loyalty bonuses granted
to registered shareholders. The Group's objective is to follow this long-term and transpar-
ent policy of comprehensive remuneration for shareholders in order to ensure regular growth
in the value of their investment.
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A certain number of human resources indicators appears
below. The Group has also been increasingly involved in the
social and societal sectors.

The expansion of the European Union and the: Group's recent
acquisitions are taken into account in the compaesition of the
European Group Committes, which now has 25 members
fram the 13 countries. It meets once a year under the chair-
manship of a senior executive vice-president. The Group is a
member of the Observatoire sur ta Responsabilité Sociale des
Entreprises (ORSE) in France.

As for ethics, in 2006, the Group launched an approach to
encourage most of the subsidiaries to gradually include
Air Liguide's operating principles in local codes of conduct
(25 units on five continents representing 42% of the Group's
employees already documented their code of conduct in
2006). In addition, certain functions (purchasing, sales,
legal, etc.) have detailed the operating principles related to
their activity in more specific codes. As for purchasing in
particular, suppliers must be openly and fairly evaluated and

lé> Storebrand

_ Human resources, social and societal
L.

are bound to comply with Air Liquide commitments on sus-
tainable development, especially on safety, the preservation
of the environment and respect for men and women.
Moreover, in 2008, Air Liquide formalized the action principles
that have always guided its operation. These principles were
brought together in a document that spells out the Group's
ambition and each employee’s behavior with all the stake-
holders, customers, personnel, suppliers, partners and local
communities.

This document also details the Group’s approach to respect
{or the environment, innovation and performance, Air Liquide’s
fundamental values. This document is available in 16 lan-
guages and is being distributed to all the Group's employees.
Finally, the Group has undertaken a certain number of cor-
porate sponsorship operations concerned with preserving
life and the environment. In 2006, these Group operations,
cash and equipment donations taken together, exceeded
one million euros.

This Norwegian major investment fund has positioned Air Liquide among the best companies for its environmental and social

performances.

lé> Ethibel Sustainability Index

Since 2005, Air Liquide has been included in this indicator, which encompasses 280 companies worldwide, and was selected
by VIGEQ, the Eurcpean extra-financial rating agency, because they are the leaders in sustainable development.

Indicators for the Group as a whole

: 2002 2003 2004 2005
30,800 31,900 35,900 35,900

2006
36,900

Employees (I |

Group employees

France Americas Asia-Pacific

Distribution of employees by geographic zone (2006}

Europe Africa and
{exciuding France) Middle-East

29% 30% 22% 16% 3%

Under 30 years 3010 40 years 40 to 50 years 50 to 60 years Over 50 years
15% 33% 29% 21% 2%

Age distribution (2006} \

% employees resigning |
in the year |

(1) Employees under contract, excluding temporary employees.
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Parity/Diversity 2003 2004 2005 2006
Women
% women among engineers and managers 14% 17% 17% 18%
% women among engineers and managers hired during the year 24% 31% 28% 29%
% women among employees considered high potential 20% 21% 24% 27%
Number of nationalities
Among expatriates ' 36 36 36 40
Among senior managers 25 21 20 23
Among employees considered high potential 35 a7 40 43
2003 2004 2005 2006
Training ]
% total payroll allocated to training (approximate) 3% 3% 3% 3%
Average number of days of training per employee 2.5 days 2.7 days 2.6 days 2.7 days
% employees who attended a training program at least once during the year 67% 67% 70%
Bemuneration ]
% employees with an individual variable share as part of their remuneration 36% 40% 41% 43%

[Performance review |

% employees who have had a performance review meeting

with their direct supervisor duning the year 60% 70% 72% 70%
% of employees who have had a career development meeting during the year 13%
Social perfermance ]
Average seniority in the Group 12 years 12 years
% of handicapped employees 1.3% 1.3% R
% of employees having access to organized representation/dialogue/consultation 74% 7%
% of employees belonging to a unit at which an internal satisfaction

survey was conducted within the last three years & 56% 1%
% of employees with benefits coverage through the Group @ 98% 97%
Investment equity

% capital held by Group employees 0.9% 0.86% 1.2% 1.1%
% Group employees shareholders of L'Alr Liquide S.A (approximate). Over 40% 60% 50%

(2) For the countries whare regulations allow this data to be mada available.
(3} Indicator includes units with over 300 employees,
4) Includes retirement benefits.

Detailed human resources information for L'Air Liquide S.A. is in the "Social Report” on the Internet site www.airliquide.com and
is available on request.
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Sustainable development

Monitor-
ing the
objective

Training
[:2> Objective

Monitor-
ing the
objective

To strengthen the position of wormen in the Group, in particular through recruitment of engineers
and managers. The Group's objective is to increase the hiring of women in this category, from nearly
one out of three new hires today to more than two out of five within five years (2005-2009).

In four years {2003 to 2006), the percentage of women hired as engineers and managers in the
Group increased from 24 to 29%. In 2006, this percentage reached 37% in France and several
countries have already exceeded the Group’s objective of 40%. In the framework of Air Liquide’s
policy of encouraging the hiring and professional evolution of women, and of strengthening their
number and responsibilities In the company, awareness-raising and exchange days focused on
parity are being organized in France in 2007.

To increase training opportunities so that by 2009, all employees have the chance to enhance their
skills and facilitate their advancement through, on average, at least three training days a year.

The number of training days per person per year increased slightly {2.7 days} in 2006. The Group
is continuing to work on specific training programs for each major business line and for each major
geographic zone.

Monitoring performance

i:> Objective

E::§> Monitor-
ing the
objective
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On every site, in every region, in every unit, the Group’s objective is that 100% of all employees
meet their direct supervisor once a year for a performance evaluation interview and meet a man-
ager from the Human Resources Department about every three years for a caresr development
interview.

In 2006, the percentage of employees who had a performance review meeting with their direct
supervisor was 70%. The percentage of employees who had a career devefopment meeting
with the Human Resources Department was 13%. The Group Human Resources Department is
continuing to focus on organizing these meetings, which are the keystone of the company’s human
resources policy.




&b
&

.~ $£ 4
- @ _ Safety and the environment
4 ~

(|

l_
o
o
o
o
o
'_
pd
|
=
]
0]
<
P
<
=

Safety indicators for Group as a whole

Safety 1991 1992 1993 1994 1995 1996 1997 18938 1999 2000 2001 2002 2003 2004 2005 2006
Number of accidents (1) 359 234 179 192 214 188 207 164 135 134 167 194 136 135 8131 183
Accidents frequency rate @ 64 43 34 38 42 34 37 28 24 23 28 32 23 23 21 23

(1) One fatal accident in 2006, no fatal accidents in 2005, one fatai traffic accident in 2004 and two fatal accidents in 2003.
{2) Number of accidents involving lost tme per million hours worked by Group employees. Accidents defined as recommended by the International Labar Office.
(3) The reporting scope was broadened in 2006. Based on the 2006 scope, there would have been 147 accidents in 2005,

Objective o . . o .
The Group’s objective is zero accidents, on every site, in every region, in every unit.

Environmental indicators for the Group as a whole

Presented here are the environmental elements most representative of the Group’s businesses:

m large air separation, cogeneration and hydrogen and carbon monoxide units in the Large Industries division;
m acetylene, nitrous oxide and carbon dioxide liquefaction units in the Industrial Merchant division;

m production units in the hygiene and specialty sectors;

m production units for welding equipment and products;

m trangportation.

Most relevant environmental indicators for the total of the eight unit types and transportation included in
the worldwide scope (436 production units)

Scope 2001 2002 2003 2004 2005 2006
Total annual electricity consumption (GWh) World 17,636 20,8991 22,281
TJotal annual thermal energy consurnption (LHY Terajoules) World 124,702 143,082 155,725
Evolution of energy consumption per m? of air gas produced World 100.0 98.3 98.0 97.2 98.4 98.2

Evolution of energy consumption per m? of hydrogen produced @ World 100.0 1008 100.1 97.3 96.6 98.0

Evolution of efiiciency of deliveries of liquefied gases

{oxygen, nitrogen, argon, carbon dioxide) World 100 6.1 88.0 96.3
Total annual water consumption (in milions of m3) World 44 49 355.6
Annual amaount of CO, emissions avoided by

cogeneration and on-site units (in thousands of tonnes) World 856 647 723 757
Total CO, emissions into the atmosphere (in thousands of tonnes) World 5,785 (7,093 W87,668

{1) Recalculated to take the new consolidaticn method defined in 2006 inte account.

{2) Also includes the quantities of carbon monoxide produced in these units.

(3) Representing less than 0.5 cne-thousandth of the industrial water consumption of the countries under review.

{4) Representing less than 3 one-thousandth of the CC, emissions in the countries under review,

{5) The indirect emissions cf CO, corresponding to the consumption of electricity of the air separation units and hydrogen production units
are 7,631 thousand tonnes {(source: International Energy Agency).
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Sustainable development

Details on indicators for each of the eight unit types

Worldwide, Air Liquide operates 251 large air separation units. They produce oxygen, nitrogen and argon, with some sites
producing rare gases. These factories “without chimneys” do not make use of any combustion processes. Since they pro-
duce almost no carbon dioxide (CO4), sulfur axide (SOx) or nitrous oxide (NOx) emissions, they are particularly envircnmentally
friendly. They consume electricity almost exclusively: worldwide, they use about 2400 MW each instant, the equivalent of the

production of two nuclear power plants, Their cooling systems require back-up water.

By improving energy efficiency, these units use less and less energy per m® of gas produced: a reduction on the order of 2%
over the last five years and about 10% over the last eight years in total.

Air separation units ‘ 2002

Annual electricity consumption Gwh) (1 World 15,421 15,903 16,134 16,931 20,178 21,379

Evolution of energy consumption

per m? of air gas produced @ World 100.0 98.3 98.0 97.2 98.4 98.2

Annual back-up water consumption (in milions of m? World 28 32 34.2

Discharge to water: oxidizable matter {tonnes/year) Below Below Below
World 2,000 1,000 500

Discharge to water: suspended solids (tonnes/yveasd) Below Below Below
World 2,000 1,000 500

(1) Including small volumes of purchased steam.
(2) Gases produced (oxygen, nitrogen, argon} calculated in m? of equivalent gaseous oxygen. Base 100 in 2001.

Objective " . .
To reduce, within five years (2004 to 2009), the Group’s annual world consumption of electrical
energy by air separation unit, at constant scope, by at least 400 GWh, or the annual domestic

consumption of electricity of a city of 180,000 pecple.

Monitor-

. B In 2005, the Group did not improve its performance in this area (the evolution was - 168 GWh}

ng the because of problems in the United States caused by hurricanes and the increased volatility of
. . the energy market.

objective hd

B On the other hand, in 2008, the Group improved its annual electricity consumption by
79 GWh. In the framework of the OPAL program, energy efficiency operations will continue.
Lastly, the replacement of certain large air separation units by even more efficient units is
scheduled for the upcoming years, which will have a major impact on energy efficiency.
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Worldwide, Air Liquide operates 16 cogeneration units. They produce steam and electricity simultaneously much more

efficiently = 15 to 30% - than units which generate steam and electricity separately, which results in major savings in fossil
fuels. They consume natural gas and water, most of which is converted into steam for the customer. Most of the steam is
condensed by these customers and then reused in the cogeneration unit. In most cases, the electricity produced is supplied
to the local electricity distribution network, Combustion of natural gas gives off carbon dioxide (CO,) and produces some nitrous
oxide (NOx) emissions, but practically no sulfur oxide (SOx) emissions,

These units replace steam and electricity production units that would have produced more CO, emissions. Cogeneration units
therefore help reduce CO, emissions in the industriat basing they supply. In 2008, the Group’s cogeneration units avoided 693,000
tonnes of carbon dioxide emissions being discharged into the atmosphere.

Cogeneration units Scope 2003 2004 2005 2006
Annual natural gas consumption
{or thermal anergy) {LHY Terajoules) World 71,464 74,065 67,474 68,584

Annual quantities of CO, atmospheric
amissions pravented through cogeneration ()

{in thousands of tonnes) World 856 647 866 693
Air emissions: CO, (carbon dioxyde) {in thousands of tonnes) World 3,930 4,155 3,785 3,848
Air emissions; NOx (nitrous oxides) (n tonnes) World 4,050 2,060 2,350 2,630
Alr emissions: SOx (sulfur oxides) (in tonnes) Below Below Below Below

World 100 100 100 100
Annual water consumption (milion m?) World 10 7.9 79 8.7

(1) Calculation takes Into account the primary energy source sach country uses to produce electricity (source: International Energy Agency).
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Sustainable development

Worldwide, Ar Liquide operates 37 large hydrogen and carbon monoxide production units. Desulfurization of hydrocar-

bons to produce suffur-free fuels is one of the main applications for hydrogen. In 2006, the hydrogen Air Liquide supplied to
refineries throughout the world resulted in a savings of about 700,000 tonnes of sulfur oxide emissions discharged into the
atmosphere, which is greater than all the emissions from a country like France. An important application for carbon monoxide is
plastics manufacturing. Natural gas is the main raw material used in these production units, along with certain amounts of "process”
water. These units emit carbon dioxide (CO,) and lead to nitrous oxide (NOx) emissions but produce practically no sulfur oxides
{SOx). They alsc consume electricity and their cooling systems require back-up water.

Energy efficiency of these units per m® of gas produced has improved by about 4% since 2001.

Hydrogen and carbon monoxide units ‘ Scope 2001 2002 2003 2004
Annual thermal energy consumption (LHV Tergjoules) World 50,336 (75380 86,699
Annual electricity consumption (Gwh) World 375 435 507
Evolution of energy consumption
per m? of air gas produced & World 100.0 100.8 1001 97.3 96.6 96.0
Air emissions: CO, (carbon dioxide} (in thousands of tonnes) World 1,628 12895 3,289
Alr emissions: NOx (nitrous oxides) (in tonnes) World Below 1,500 1,800
1,000
Air emissions: SOx (sulfur oxides) (in tonnes) Below Below Below
World 500 500 500
Annual consumption of process and back-up water (in milion m3)  World 5 5.3 9.6
Discharge to water: oxidizable matter {in tonnes) Below Below Below
World 50 100 100
Discharge to water: suspended solids {in tonnes) Below Below Below
World 500 500 500

{1) Recalculated to take the new consolidation method defined in 2006 into account.
{2) Hydrogen and carbon monoxide. Base 100 in 2001.

Worldwide, Air Liquide operates 47 acetylene production units {a gas used mainly in welding and metal cutting). They pro-
duce the gas through the decompositicn of a solid - calcium carbide - using water. This process produces lime, which is
generally sold to industrial customers for use in water treatment plants. Other consumption and discharge is of little significance.

Acetylene units | ' Scope 2004 2005 20606
Annual electricity consumption {Gwh) World 12
Annual water consumption (in million m3) World 0.4 0.4 0.4
Annual calcium carbide consumption (in tonnes) World 36,200 38,800 38,100
Quantity of lime produced {in tonnes) World 41,800 45,000 44,000
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Worldwide, Air Liquide oparates 12 nitrous oxide production units. Nitrous oxide is used nearly exclusively as an anes-
thetic gas in medicine. It is produced from ammonium nitrate in solid form or as a solution in water. The cooling circuits of these
units require back-up water, Other consumption and discharge is of little significance.

Nitrous oxide units Scope 2004 2005 2006
Annual electricity consumption (GwWh) World 6 6 7
Annual water consumption (million m3 World 0.1 0.1 01
Annual ammonium

nitrate consumption (in tonnes) World 25,100 24,500 24,540
Estimate of loss of nitrous oxyda into the atmosphere (in tonnes)  World 8GO 800 800

Worldwide, Air Liquide operates 51 carbon dioxide liquefaction units. Carbon dioxide has many industrial applications but

is used mainly in the food industry to deep-freeze foods or to produce carbonated beverages. Carbon dioxide is most often
a byproduct of chemical units operated by other manufacturers. In some cases, it is found naturally in underground deposits. It
is purified and liquefied in Air Liguide units, which consume electricity and cooling water in the process.

Carbon dioxide liquefaction units Scope 2004 2005 2006
Annual electricity consumption (GWh) World 306 353 320
Annual water consumption (million m3) World 1.8 1.9 1
Discharge to water: oxidizable matter (in tonnes} Below Below Below

World 100 100 50
Discharge to water: suspended solids {in tonnes) Below Below Below

World 100 100 50

Hygiene and specialty production units are located at seven sites in France, Belgium and Germany. These units consume
natural gas, electricity and water. Combustion of natural gas produces small quantities of carbon dioxide.

Hygiene and specialty units Scope 2003 2004 2005 2006
Annual electricity consumption (Gwh) World 17 18 18 18
Anngal natural gas consumption (LHV Terajouiss) (1) World 217 27 228 245
Air emissions: CO, (carbon dioxide) (in thousands of tonnes/yean World 13 12 9 9
Annual water consumption (millions md) World 1 0.6 0.5 0.5
Discharge to water: oxidizable matlers {in tonnes) Below Below Below Below

World 1,000 1,000 1,000 1,100
Discharge to water: suspended solids {in tonnes) Below Below Below Below

World 100 100 100 100

(1) Including thermal energy corresponding to steam purchases.
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Sustainable development

The welding equipment and products production units are mainly located on 15 sites in the world. They are welding
equipment assembly (glectric welding units, torches, regulators) or welding consumables (electrodes, welding wire and flux)

production units.

Welding equipment and praducts production uniits 2005 . 2006
Scope Europe World
Number of welding equipment and products units 12 15
Annual elactricity consumption (GWh) 38
Annual thermal energy consumption (LHY Terajou’es) 197
Air emission: CO, (thousands of tonnas) i
Annual water consumption {million m? 0.5 1.1

I%S> Seveso 2 directive

This European directive focuses on preventing major industrial
risks. it applies to any facility where dangerous substances
exceed certain quantities. These facilities are divided into
two categories according to this quantity: Seveso 2 “high
threshold” and “low threshold”. In Europe, mainly because of
their stocks of oxygen, 101 “low threshold” and 24 “high
threshold” Air Liquide sites are involved. Seveso regulations
apply only to Europe but if the Seveso “high threshold”
criteria were applied worldwide, 15 other Group sites could
be included.
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CO, directive in Europe

The objective of this directive, like the Kyoto Protocol, is to
establish a quota system for reducing greenhouse gas emis-
sions, but in Europe only. Implementation for CO; in the
industrial sector began on January 1, 2005. As air separa-
tion units emit practically no carbon dioxide, this directive
only applies, for the 2005-2007 period, to Air Liquide's five
cogeneration units and two hydrogen production units in
France, the Netherlands and Spain. In 2004, each country
incorporated the directive into its legislation and set quo-
tas for the facilities concerned. Air Liquide's quotas (about
1.2 million tonnes of CO, per year) for the 2005-2007 period
covered its emissions in 2005 and 2006.

For the second period (2008 to 2012), the directive will only
apply 1o six cogeneration units in France, Germany, the
Netherlands and Spain and a single hydrogen production
unit in Belgium. In some countries concerned, the European
Commission has not yet validated quota allocation plans for
this second period.
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Transportation indicators

In 2006, Air Liquide trucks delivering liquid gases or gas cylinders traveled 375 million km throughout the world and emitted
about 411,000 tennes of carben dioxide. On-site nitrogen, oxygen and hydrogen units reduced truck deliveries, a source of car-
bon dioxide (CO;) emissions. These on-site units were able to save the 60 million extra km traveled by trucks and therefore the
emission of 64,000 tonnes of carbon dioxide. The efficiency of the deliveries of liquefied gases {oxygen, nitrogen, argon, car-
bon dioxide} measured in km per ton has been improved by nearly 4% since 2003,

Supplying large customers via pipeline from the Group's production units also limits transportation. These pipeline systems,
which are environmentally friendly and safe, total over 8,000 km worldwide. For air gases and hydrogen, which represent most
of the volumes the Group delivers, 85% of deliveries are made via pipeline or through on-site units, As a result, only 15%
of all air gas products are delivered by trucks.

Scope 2003 2004 2005 2006
Kilometers traveled by all vehicles delivering gas
in liquid or ¢ylinder form (in millions of km) World 303 325 369 375
Estimate of CO» emissions
generated by these vehicles (n thousands of tonnas) World 404 41
Evolution of the efficiency of deliveries for
liquefied gases (oxygen, nitrogen, argon, carbon dioxide) (1} World 100 96.1 88.0 96.3
Estimate of truck transport kilometers
avoided through on-site customer units (in millions of km) World 55 54 56 60
Estimate of CO; emissions avoided
by these on-site units (in thousands of tonnes) World 57 64
Percentage of deliveries of air gases
and hydrogen via pipeline or on-site World @ 84% 85%

(1) In km per ton delivered. Basa 100 In 2003,
{2) In 2005, this percentage only appled to air gases.
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Sustainable development

Industrial Management Systems (IMS)
and quality and environmental certification indicators

In 2004, the Group launched a new indusirial management system (IMS} to strengthen safety, reliability, the preservation of the
environment and risk management. That same year, the IMS was tested in several pilot countries {Canada, ltaly and China in
particular). As of the end of 2006, it was being rolled out in the Group’s units representing 98% of consolidated revenue
and entities representing 65% of consolidated revenue are now entirely self-sustaining for the implementation in the field
of this industrial management system.

The Group has taken several other quality initiatives, especially in the implementation of good production practices (Common Good
Manufacturing Practices) and ISO certification. iSO 9001 quality certifications cover about 73% of the Group's revenue. The Group
has also undertaken a proactive approach 1o preserving the environment, in particular by committing to following the “responsible
care” principles of the chemical industry. To this end, in France, it belongs to the Entreprises pour I'Environnement (EFPE}
association and has obtained ISO 14001 certifications, an international benchmark in the envircnment.

These ISO 14001 certifications now cover about 22% of the Group’s revenue.

In % |  Scope 2004 2005 2008
Estimate of Group subsidiary revenue

where IMS is already or is being rolled out World 96% 98%
Estimate of the Group subsidiary

revenue % where IMS is self-sustaining World 65%
Estimate of Group subsidiary revenue % covered

by an I1ISO 9001 quality certification World 685% 67% 73%
Estimate of Group subsidiary revenue % covered

by an 1S0 14001 environmental certification World 14% 15% 22%
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A certain number of indicators on innovation are presented below.

Apart from these indicators, innovation is an integral part of the Air Liquide culture and is one of the basic components of its
sustainable development approach, as the following elements demonstrate.

Certain patented innovations make a major contribution to the Group's growth. Each year, Air Liguide singles out the inventors of
patents that have been successfully marketed. Twenty-six of them received a special tribute during a ceremony that took place
on November 20, 2006 at the Cité des Sciences et de I'Industrie in Parig, in the presence of Dr. Jean-Louis Etienne, renowned
worldwide for his explorations. |

This ceremony also marked the 10th anniversary of the Group'’s Inventors Recognition Pregram, which has honored 965
inventors since its creation.

On November 8, the anniversary date of the Group’s foundation in 1902, all the Group’s units took part in an Innovation Day. Finally,
over half the Group’s R&D budget is devoted to work on the environment and sustainable development: energy efficiancy,
cleaner production processes and new energies.

Indicators for the Group as a whole

Research 2006
Budget Nearly 170 million euros
Number of researchers 850 rasearchers with more than 25 nationalities
Number of research centers 8
Industrial partnerships Over 100
International collaborations Over 100 with universities and research institutes
Number of inventions patented 2,668
Patents ' 2003 2004 2005 2006
New inventions patented during the year 236 225 236 267
Patents filed directly in the Group’s

four main zones of operations (1 - 105 109 103 108

(1) Eurape, the United States, Japan and China,

Ié(> Objective
To disseminate innovations within the Group and recognize innovators. Within five years (2005-
’ 2009), and in the largest nurmber of areas, to file over 500 new patents, valid directly in the Group’s
four main zones of operations: Europe, the United States, Japan and China.

Monitor-

. In 2005 and 2006, with 103 and 108 new patents filed in these four zones, the Group is in line with
Ing the achieving the objective.

objective
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Consolidated financial statements

Consolidated income statement

for the year ended December 31

In millions of euros Notes 2004 M 2005 2006
Revenue 3) 9,428.4 10,434.8 10,948.7 o
Purchase ' 4 {3.366.0) {3,945.5) {4,240.6) E
Personnel expenses {4) {1,729.6) (1,856.4) {1,939.5) L
Other income and expenses {4) (2,103.6} (2,218.0} {2,201.2) E
Operating income recurring before depreciation and amortization 2,229.2 2,4149 ’ 2,567.4 ,<_E
Depreciation and amortization expense (4) (854.6) (897.3) {908.2) 5
Operating income recurring 1,374.6 1,517.8 1,659.2 N
Other non-recurring operating expenses (5) {150.5} (44.8) 26 ﬂ
Operating income 1,2241 1,472.8 1,661.8 (ZJ
Net finance costs (6) {149.3) (163.1) {155.4) <
Other net financial expanses 1(5)] (48.7) (49.1) 42.2) %
Income taxes 7} {249.5) (370.7) (419.8) ;
Share of profit of associates (15) 36.5 36.5 277
Profit before minority interests
and discontinued operations 8121 926.4 1,0721
Net profit from discontinued operations (8) 323 80.6
Profit for the period 844.4 1,007.0 1,0721

Minority interests 64.3 7386 69.8

Net profit (Group share) ' 780.1 9334 1,002.3
Basic earnings per share (in euros) 9 6.56 7.86 8.35
Diluted earnings per share (in euros) (9) 6.54 7.82 8.28
Basic earnings per share from continuing operations (in eurcs) (9} 6.28 7.18 8.35
Diluted earnings per share from continuing operations (in eurcs) (9) 6.27 7.14 8.28

(1) Excluding the impact of IAS32 and IASSQ.
Notes to the consolidated financial statements begin on page 90,
The impacts of the first-time application of IAS32 and 1AS39 are descrbed in note 34,
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Consolidated balance sheet

as of December 31

In millions of euros

January 1, 2005 (M

December 31, 2005

December 31, 2006

ASSETS
Non-current assets ]
Goodwill (11) 2.431.2 2,646.1 2614.7
Other intangible assets {12) 420.2 386.0 367.2
Property, plant and equipment (13 7,550.8 8,168.5 7.991.7
10,402.3 11,200.6 10,973.6
Other non-current assets
Non-current financial assets (14) 260.2 294 1 240.6
Investments in associates (15) 208.9 166.1 171.4
Deferred tax assets (16) 3954 411.9 402.2
862.5 8721 814.2
Total non-cumrent assets 11,264.8 12,072.7 11,7878
Current assets
Inventories and work-in-progress (7 652.0 853.8 694.3
Trade receivables (18) 2,266.6 2,429.7 2,490.7
Other current assets (1 382.1 429.6 3584
Current tax assets 383 341
Fair value of derivatives (assets) 2N 83.6 66.1 325
Cash and cash equivalents (20 7719 5g98.2 B97.5
Total current assets 4,156.2 4,215.7 4,507.5
Total assets 15,421.0 16,288 4 16,295.3

(1) Corresponds to December 31, 2004 amounts adjusted by the first-time application of (A332 and IAS39.
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In millions of euros
EQUITY AND LIABILITIES

Notes

Consolidated financial statements

January 1, 2005 1

December 31, 2005

December 31, 2006

Shareholders' equity

(21)

Share capital 1,201.1 1,204.9 1,332.6
Additional paid-in capital 76.8 147.6 753
Retained earnings 3,020.4 3,719.0 4,004.1
Treasury shares {162.1} (74.4) (128.5)
Net profit (Group share) 7801 933.4 1,002.3
4,916.3 5,930.5 6,285.8
Minority interests 316.2 278.2 281.0
Total equity @ 5,232.5 6,208.7 6,566.8 |
Non-cument liabilities ‘
Provisions and employee benefit commitments @2, 23) 1,695.3 1,648.8 1.505.1
Daferred tax liabilities (16} 1,115.8 1,149.4 1,130.5
Non-current borrowings {24) 4,496.8 3,9768.4 3,674.9
Qther non-cument liabilities (25) 170.1 167.3 160.0
Total non-cumrent liabilities 7.478.0 69439 | 6,470.5
Current liabilities
Pravisions and employes benefit commitments {22, 23) 1042 165.4 122.9
Trade payables (26} 1,077.5 1,280.7 1,330.8
Other cumrent liabilities 25) 1,047.3 1,011.1 965.8
Current tax payables 67.7 192.0 142.2
Cument borrowings (24} 331.3 417.7 668.8
Fair value of derfvatives {liabilities) 27) 82.5 78.9 27.7
Total current labilities 2,710.5 3,135.8 3,258.0
Total equity and liabilities 15,421.0 16,288.4 16,295.23

(1) Comesponds to December 31, 2004 amounts adjusted by the first-time application of LAS32 and 1AS39.
(2) A breakdown of changes in equity and minority interests is presentad on pages 80 and 81,

77 AR LIQUIDE

ep)
$_
=
L
=
U
<
g
|
<
QO
z
<
z
Lt




Consolidated financial statements

Consolidated statement of cash flows

for the year ended December 31

In millions of euros ‘ 2004 2005 2006
) Operating activities
E Net profit (Group share) 780.1 933.4 1,002.3
Ly Minority interests 64.3 73.6 69.8
E Adjustments:
l<—E - Depreciation and amortization 854.6 897.3 908.2
5 - Changes in deferred taxes {90.1) 47.9 44.3
N - Increase (decrease) in provisions 100.9 (15.3) (94.0)
g — Share of profit of associates (less dividends recaived) (5.4) (17.2) 2.7)
(Z) — Profit / loss on disposal of assets (12.7) (114.9) {38.6)
< Cash flow from operating activities before changes in working capital 1,601.7 1,804.8 1,8689.3
% Changes in working capital (243.7) 52 (108.8)
Other 38 (89.9) (13.8
Net cash from operating activities 1,451.8 1,720.1 1,766.7
Investing activities
Purchase of property, plant and equipment and intangible assets (901.0) (875.2) (1,128.2)
Acquisition of subsidiaries and financial assets (2.858.5) (76.2) (72.3)
Proceeds from sale of property, plant and equipment and intangible assets 30.7 91.3 102.7
Proceeds from sale of financial asseis 229 26.7 2.1
Proceeds from sale of divested activities 690.0 162.8
Net cash used in investing activities (3,006.9) (770.6) (1,095.7)
Financing activities
Dividends paid
- L'Air Liquide S.A. (336.1) (391.1) (432.0)
- Minority interests (153.4) (84.8) {47.1}
Proceeds from issues of share capital 13.3 78.4 1081
Purchase of treasury shares (44 .4} (59.8) (131.1)
Increase (decrease) of borrowings 2,366.7 (635.0) 64.2
Net cash used in financing activities 1,846.1 {1,092.3) (437.9)
Effect of exchange rate changes and changs in scope of consolidation 37.9 1.8 28.5
Net increase (decrease) in cash and cash equivalents 328.9 (141.0) 261.6
Cash and cash equivalents at beginning of period 384.5 700.4 Ot 559.4
Cash and cash equivalents at end of period 7134 O 550.4 | 821.0

(1) The impact of IAS32/39 implementation on cash and cash equivalents at the beginning of the period is (13) million eurcs.

The analysis of net cash and cash equivalents at the end of the period is as follows:
' .

In millions of euros . 7 2004 2005 2006
Cash and cash equivalents 783.5 598.2 897.5
Bank overdrafts (included in current borrowings) (70.1) (38.8) (76.5)
Net cash and cash equivalents 713.4 559.4 821.0

AIR LQUIDE 78




Consolidated financial statements

Net indebtedness calculation

In millions of euros 2004 2005 2006
Non-current borrowings {long-term debt) {4,496.8) (3,.978.4) (3,674.9)
Current bomowings {short-term debt) (331.3) 417.7) (668.6)
Total gross indebtedness (4,828.1) (4,396.1) (4,343.5)
Total cash and cash equivalents 771.9 598.2 897.5
Derivative instruments {assets) - fair value hadge of bomowings 43.7 58.1

Derivative instruments (liabilities) — fair value hedge of bomowings {0.8)
Total net indebtedness at the end of the period (4,012.5) (3,739.8) L (3.446.6)J

Statement of changes in net indebtedness

In millions of euros 2004 2005 2006
Net indebtedness at the beginriing of the period {1,787.2) {4,012.5) {3,739.8)
Net cash from operating activities 1,451.8 1,720.1 1,766.7
Net cash used in investing activities (3,006.9) (770.6) (1,095.7)
Net cash used in financing activities excluding

increase (decrease) of borrowings (520.6) {(457.3) (502.1)
Efiect of exchange rate changes and change in scope ¢f consolidation (149.6) (219.5) 124.3
Change in net indebtedness (2,225.3) 2727 293.2
Net indebtedness at the end of the period {4,012.5) (3,739.8) I (3.446.6)J
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Consolidated financiat statements

Consolidated statement of changes in equity

for the year ended December 31

Share Afdditional Reserves
capital

In millions of euros

Equity and minority interests

* paid-in

capital

and
retained
earnings

Share-
holders’
equity

Net Translation Treasury

income reserves shares
recognized
directly
in equity

Mingrity
interests

Total
equity

as of January 1, 2005 1,201.0 76.8 4,656.0 (33.0) (822.5) (162.1) 4,918.2 316.3 52325
Profit for the period {Group share} 933.4 933.4 73.6 1,007.0
Fair value variation

of financial instruments {4.8) (4.8) {(4.8)
Foreign currency translation reserve 306.8 306.8 18.9 325.7
Totat income

and expenses for the period 933.4 (4.8) 306.8 1,235.4 925 1,327.9
Increase (reduction)

in share capital 7.8 70.8 78.6 78.6
Distribution (391.1) (391.1) {84.8) 475.9)
Cancellation of treasury shares (AL SA)  (3.9) (41.8) 45.7

Purchase of treasury shares (AL SA) (59.8) (59.8) {59.8}
Exchange of treasury shares {SOAEQ) 101.8 101.8 101.8
Share options

and shares issued for employees 12.9 12.9 129
Cancellation of euro tranglation reserve (181.7) 181.7 9

Put options of minority interests (13.1} (13.1)
Other 36.5 365 @ 327y 3.8
Equity and minority

interests as of

December 31, 2005 1,204.9 147.6 5,024.2 (37.8) (334.0) (74.4) 5,930.5 278.2 6,208.7
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Share Additional Reserves Net Translation Treasury Share- Minority Total
capital paid-in and income reserves shares holders’ interests equity
capital retained recognized equity }.(»9
earnings directly =
In millions of eurcs in equity EN]
Equity and minority interests =
as of January 1, 2006 1,204.9 1476 5,024.2 (37.8) (334.0) (74.4) 59305 278.2 6,208.7 E
Profit for the period (Group share) 10023 1002.3 698  1,072.1 <
Fair value variation W
of financial instruments 41.4 414 41.4 z‘
Foreign currency translation reserve {240.8) (240.8) {24.4) {265.2) 6
Total income %
and expenses for the period 1,002.3 1.4 (240.8) 802.9 45.4 848.3 =
Increase {reduction) [T
in share capitat 10.8 95.0 105.8 105.8
Allotment of bonus shares 123.0 (96.0) (27.0)
Distribution (432.0) (432.0) (47.0) (479.0)
Cancellation of treasury shares (AL SA)  (6.1) (71.0) 77.1
Purchase of treasury shares (AL SA) (1311 {131.1) (131.1)
Shars options 8.8 8.8 8.8
Put options of minority interests 4.9} 4.9
Other (0.3) 1.3 {0.1) 0.9 93 @ 102

Equity and minority
interests as of
December 31, 2006 13326 0 753 @ 5,577.6 3.6 (574.8) (128.5)%16,285.8 281.0 6,566.8

(1) Share capltal as of December 31, 2006 amounted to 121,149,189 shares at a par valug of 11 suros. In 2006, movements affecting share capital were as follows:
- creation of 980,608 shares in cash, resufting from the exercise of options

- capital decrease through cancellation of 550,000 treasury shares

- capital increase through the capitalization of premiums and allocation of 11,180,106 bonus shares in the amount of one new share for ten old shares, This capital
increase was eflected through a deduction from issue premiurns for {96.0} million euros and the general reserve for (27.0) million euros.

{2) The “Issue premiums"” heading was increasad by the amount of issue premiums refating to these capital increases i.e. 5.0 million euros and capitalized

for {96.0} million euros. The heading was also reduced by issue premiurns relating fo the cancellation of treasury shares for {7 1.0} million euros.

(3) The total number of treasury shares amounts to 822,002 shares as of December 31, 2006 (including 789,000 held by L'Air Liquida S.A.). During the fiscal year,
movements affecting treasury shares were as foliows:

- cancellation of 550,000 shares

- acquisition of 782,973 shares at an average price of 167.46 ewros

- cancelfation of 21,836 bonus shares (including 18,652 granted to L'Air Liquide $.A.)

{4) This amount mainly consists of changes in the scope of consolidation, particularly:

- in 2008, impact of the first-time consalidation of CJSC Air Liquide Severstal and consolidation of TNA at Japan Air Gases.

- in 2005, purchase of minority interests of the company Soago S.A.

{5) The transtation reserve for the Eurc zone has been cancelled,

{B) This amount primarity consists of a 32.8 million euro difference at the time of the Soaec S.A. public offer, between $he respective values of the Air Liguide

and SOAEQ shares exchanged, Air Liquide shares being valued at the November 21, 2005 market price, the date the AMF (French financial market authority)
recognized the transaction.
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Consolidated financial statements

Accounting principles

The consolidated financial statements as of December 31,
2006 of Air Liguide group have been prepared in accordance
with IFRS as adopted by the European Union at December
31, 2006. The comparative information has been restated
on the same basis.

1 ‘ Basis for preparation of the financial
statements

Due to its listing on the Paris Stock Exchange and pursuant
to EC Regulation no. 1606/2002 of July 19, 2002, the con-
solidated financial statements of the Air Liquide group for fis-
cal year 2006 were prepared in accordance with International
Accounting Standards (IFRS/IAS) as adopted by the European
Union (EU}.

The 2004, 2005 and 2006 financial information has been
prepared in accordance with all the IAS/IFRS standards and
SICAFRIC interpretations adopted by the European Union
that must be applied for the period ended December 31,
20086, as they were known at this date. Therefore, the Group
has not anticipated any improvement to IFRS standards or
interpretations published by the IASB which are currently
being adopted but which are not yet mandatory in the
European Union in 2006.

The financial statements are presented in millions of euros.
They were approved by the Board of Directors on February
26, 2007 and will be submitted to the Shareholders’ Meeting
on May 9, 2007.

2’ New IFRS and interpretations

2.1. IFRIC4 “Determining whether an arrangement
contains a lease”

Interpretation IFRIC4 — “Determining whether an arrangement
contains a lease”, applicable as of January 1, 2008, had no
impact on the Group consolidated financial statements. In
fact, the risks and rewards arising from the use of assets
potentially affected by this interpretation have not been trans-
ferrad to the Group's customers. Consequently, the gas sup-
ply contracts related to these assets have not been restated
in finance leases.
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2.2 Other standards and interpretations

Standards and interpretations that must be applied as
of January 1, 2006

As of December 31, 2006, the Group consolidated statements
are not impacted by:

m the amendment t0 IAS38 revised: Financial instruments,
recognition and measurement, cash flow hedge accounting
of forecasted intra-group transactions,

m the amendment to the fair value opticn in IAS39: Financial
instruments, recognition and measurement,

athe }AS21 amendment: Net investment in a foreign operation,
m the revisions to IFRS4, Insurance contracts and IAS38 with
respect to financial guarantee contracts,

w IFRSE: Exploration for and evaluation of mineral resources,
and corresponding IFRS1 amendments,

minterpretation IFRICS: Rights to interests arising from decom-
missioning, restoration and environmental rehabilitation funds,
ainterpretation IFRICE: Liabilities arising from participating in a
specific market — Waste electrical and electronic equipment,

m the 1AS19 amendment, Actuarial gains and losses, group
plans and disclosures, had impacts only on the information
provided in the notes. Consequentiy, additional notes have
been provided to meet the new disclosure cbligations.

Optional standards and interpretations

The Group financial statements for the year ended
December 31, 2006 do not include any impacts from standards
published in 2006 whose application is not mandatory. The
Group did not apply in advance:

m amendment to IAS1: Presentation of financial statements,
applicable as of January 1, 2007,

a IFRS7: Financial instruments: disclosures, applicable as of
January 1, 2007. This standard will not have a material impact
on the Group consolidated financial statements, but should
result in additional disclosures regarding financial instruments,
»FRS8: Operating segments, was published on November 30,
20086 and has not yet bean adopted by the European Union.

In addition, the following interpretations have not been applied
in advance, and will not have a material impact on the Group's
financial position,

m interpretation IFRIC7: Applying the restatement approach
under JAS29 Financial reporting in  hyperinflationary
economies, applicable for annual periods beginning on or after
March 1, 2008,




n interpretation IFRIC8: Scope of IFRS2, applicable on or after
May 1, 2006,

m interpretation [FRICS: Reassessment of embedded derivati-
ves, applicable on or after June 1, 2006,

u interpretation IFRIC10: Interim financial reporting and impair-
ment, was published on July 20, 2006 and has not yet been
adopted by the European Union,

m interpretation IFRIC11: Group and treasury share transac-
tions, was published on November 2, 2006 and has not yet
been adopted by the European Union,

m interpretation IFRIC12: Service concession arrangements,
was published on November 30, 2006 and has not yet been
adopted by the Eurgpean Union.

3‘ Use of estimates and assumptions

The preparation of the financial statements requires the
Group’s or subsidiary's management to make estimates and
use certain assumptions which have a significant impact on
the carrying amounts of assets and liabilities, and the notes
related to these assets and liabilities, the consolidated profit
and expense items in the income statement and on com-
mitments relating to the same period. Subsequent results
may differ. These assumptions relate namely to impairment
tests and provisions for employee retirement obligations.

4‘ Accounting policies

The consolidated financial statements were prepared under the
historical cost convention, except for available-for-sale investment
securities, and financial asssts and financial liabilities at fair
value through profit or loss, in accordance with 1A832/39.
The carrying amount of assets and liabilities hedged against
fair value risk is adjusted to take into account the changes in
fair value attributable to the hedged risks.

4.1. Consolidation methods

The consolidation methods used are:

a full consolidation method for subsidiaries,
m proportionate method for joint ventures,
m equity method for associates.

a/ Subsidiaries

All the subsidiaries or companies over which the Air Liquide
group exercises control are fully consolidated. Control exists
when the Group has the power to govern the financial and
operating policies of an entity so as to obtain benefits from its
activities. Control is presumed to exist when the Group owns,
directly or indirectly, more than 50% of the voting rights.
Companies are fully consolidated until the date on which
control is transferred outside the Group.

b/ Joint ventures

Joint ventures are proportionately consolidated. Joint ventures
are entities in which the Group has joint control with one or

Consolidated financial staternents

several partners through a contractual arrangement. Under
this consclidation method, assets and liabilities and profits and
expenses are shared between the partners in proportion to
their percentage of control in the consolidated financial
staterments. These amounts are recorded on each line of the
financial statements as for the consolidated entities.

c/ Associates

The equity method applies to associates over which the Group
has significant influence (generally when the Group has more than
20% interest), but not control. Under the equity method, the net
assets and net profit of a company are recognized pro rata to the
interest held by the parent company in the share capital.

On acquisition of an investment in an associate, the goodwill
relating to the associate is included in the carrying amount
of the investment.

The financial statements of subsidiaries, joint-ventures and
associates used in the preparation of the consolidated financial
statements are prepared as of December 31.

4.2. Adjustments arising from consolidation
a/ Inter-company transactions

All inter-company receivables and payables, income and
expenses and profits or losses are eliminated.

b/ Tax-driven provisions

Movements in the provisions, which have been established
in conformity with, tax regulations or which are similar to
reserves are eliminated in the determination of consolidated
net profit.

c/ Deferred taxes

Deferred taxes are recognized for all temporary differences
between the carrying amount of assets and liabilities and their
tax base, excluding non-deductible goodwil, the carry forward
of unused tax credits as well as the exceptions provided in
IAS12. Deferred tax assets are recognized on all deductible
temporary diferences provided that it is probable that the tax
benefits will be realized in future years.

Deferred taxes are calculated at the tax rates applicable at
year-end and allowed under local regulations. Any changes
of the tax rates are recognized in the income statement,
except those related to items directly recognized in equity.

Deferred tax assets and liabilities are offset if the entities
have a legally enforceable right of set-off and if they relate to
income tax levied by the same taxation authority. Deferred
taxes are not discounted.

4.3. Translation of the financial statements of foreign
subsidiaries

At the balance sheet date, the financial statements of foreign
subsidiaries are translated into euros as follows:
mbalance sheet items, at the official year-end exchange rates,

mincome statement and cash flow staternent items, using the
average exchange rate over the period for each currency.
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Consolidated financial statements

All exchange differences are recognized under translation
differences in equity.

All foreign exchange gains and losses as of January 1, 2004
arising from the translation into euros of the financial state-
ments of foreign subsidiaries located outside the Euro zone
have been maintained as a separate component of equity.

Should a foreign company be removed from the scope of
consolidation, all exchange differences are recognized in profit
or loss.

4.4, Revenue recognition
a/ Revenue from the sale of goods and services

Revenue from the sale of goods is recognized when the
significant risks and rewards of ownership have been
transferred to the buyer, net of sales taxes, rebates and
discounts and after eliminating sales within the Group.

Revenue associated with service delivery is recognized in
reference to the stage of completion of the transaction at
the balance sheet date when it can be reliably measured.

b/ Engineering and Construction contracts

Contract revenue and contract costs associated with con-
struction contracts are recognized as revenue and expenses
respectively, based on the stage of completion of the contracts
at the balance sheet date.

The margin realized at the stage of completion i3 recognized
only when it can be reliably measured. When it is probable
that total contract costs will exceed total contract revenue,
the expected loss is recognized as an expense immediately.

The stage of completion is assessed by reference to the
proportion that contract costs incurred for work performed
to date relate to the estimated total contract costs.

4.5. Non-current assets
a/ Goodwill and business combinations

Business combinations are accounted for by applying the
acquisition method. According to this method, the acquiree’s
identifiable assets, liabilities and contingent liabilities assumed
are recognized at their fair value in accordance with IFRS3.

Goodwill represents the excess of the purchase price over the
fair value of the net of the identifiable assets acquired, the
liabilities and the contingent liabilities assumed in a business
combination.

Negative goodwill is recognized immediately through profit
or loss.

Gooedwill is allocated to cash generating units or groups of
cash generating units. Subsequently, goodwill is not amortized
but is tested for impairment annually or more frequently if there
is any indication of impairment, in accordance with the
method described in Note 4.5 f. If an impairment 1053 is
necessary, it is recognized immediately through profit or
loss and cannot be reversed.
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Any acquisition of an additional interest in a subsidiary that is
already controlled resuits in the recognition of goodwill equal
to the difference between the acquisition price and the
carrying amount of the minority interests acquired.

At the time of the transition to IFRS and in accordance with the
exemption offered by IFRS1, the Group has decided against
the retrospective application of IFRS3 - Business combinations
for acquisitions that took place prior to January 1, 2004,

In addition, the commitments by Air Liquide to purchase
the minority interests in its subsidiaries are recognized as
financial liabilities as of January 1, 2005 in accordance with
1AS32. Pending the decision of the IASB or IFRIC, the Group
recognizes the difference between the carrying amount of the
minority interests and the purchase option price {financiat
liability} in goodwill at the initial recognition and for any
subsequent adjustments.

b/ Research and Development expenditures

Research and Development expenditures include all costs
relating to the scientific and technical activities, patent work,
education and training necessary to assure the development,
manufacturing, start-up, and market research of new or
improved products or processes.

According to IAS38, development costs shall be recognized
as assets if and only if the Group can demonstrate all the
following:

w the project is clearly identified and the related costs are
individualized and reliably monitored,

= the technical feasibility of completing the intangible asset so
that it will be available for use or sale,

m there is a clear intention to complete the intangible asset
and use or sell it,

a the Group can demonstrate how the intangible asset will
generate probable future economic benefits.

Research expenditures are recognized as an expense when
incurred. The Group did not capitalize Research and
Development expenditures as it considers that the conditions
required by IFRS standards for the capitalization of develop-
ment costs were not met, since expenditures do not sys-
tematically result in the completion of an intangible asset
that will be available for use or sale. As a result, the
Development costs incurred by the Group in the course of
its Research and Development projects are expensed.

c/ Internally generated intangible assets

Cther internally generated intangible assets mainly represent
the development costs of information management systems.
These costs are capitalized only if they satisfy the criteria
defined by 1AS38 and described above.

Internal and external development costs on management
information systems arising from the development phase are
capitalized. Significant maintenance and improvement costs
are added to the initial cost of assets if they specifically meet
the capitalization criteria.




Internally generated intangible assets are amortized over their
useful life.

d/ Other intangible assets

Other intangible assets include separately acquired intangible
assets such as software, licenses, certain businesses and
intellectual property rights. They also include customer con-
tracts valued upon the acquisition of companies in accor-
dance with IFRS3 - Business combinations.

Intangible assets are amortized according to the straight-line
method over their estimated useful lives. Information
management systems are generally amortized over five
years and customer contracts over a maximum period of
twenty-five years, considering the probabilities of renewal.

e/ Property, plant and equipment

Land, buildings and equipment are carried at cost less any
accumulated depreciation and any accumulated impairment
losses.

In the case of mandatory dismantling or asset removals, the
related costs are added to the initial cost of the relevant assets
and provisions are recognized to cover these costs.

Interest costs on borrowings to finance the construction of prop-
erty, plant, and equipments are capitalized during the period of
construction when it relates to the financing of major projects
over a twelve month period, or longer, of development.

Where parts of an item of property, plant and equipment have
different useful lives, they are accounted separately and
depreciated over their own useful lives.

Repair and maintenance costs are recognized as expenses
when incurred. The costs of major inspections and over-
hauls of cogeneration plants are recognized as a separate
component of the asset and are depreciated over the period
between two major overhauls.

Depreciation is computed according to the straight-line
method over their estimated useful lives as follows:

= buildings: 20 years,

m cylinders: 10 to 20 years,

s plants: 15 to 20 years,

s pipelines: 15 to 35 years,

= other equipment; 5 to 15 years,

Land is not depreciated.
{/ Impairment of assets

According to 1AS36, the Group assesses regularly whether
there is any indication of an impairment loss of assets. If such
indications exist, an impairment test is performed to assess
whether the cammying amount of assets is fully recoverable.The
recoverable amount of an asset is the higher of its fair value
less costs to sell (net fair value} and its value in use.

For goodwill, the impairment test is performed annually.

In assessing value in use, the estimated future cash flows
are discounted to their present value. The terms and condi-

Consolidated financial statements

tions used to assess cash flows are similar to those used for
an investment decision.

When performing impairment tests on cash generating units
or groups of cash generating units, the Group uses a com-
bined approach using the estimated cash flow approach
{value in use) and the market multiples approach (fair value
less costs to sell).

The discount rate depends on the nature, the location of
assets and the customer market. It is determined according to
the minimum level of profitability expected from the investment
considering industrial and commercial risks and credit terms.

For an asset that does not generate largely independent cash
flows, the recoverable amount is determined for the cash
generating unit (CGU) to which the assets belong. A cash
generating unit is an identifiable group of assets that generates
cash inflows that are largely independent of the cash inflows
of other assets or groups of assets. They are mainly determined
on a geographical basis and by reference to the markets in
which the Group operates.

Goodwill is allocated to cash generating units or groups of
cash generating units representing the level at which goodwill
is monitored by the Group.

When the recoverable amount of an asset, a cash generating
unit or a group of cash generating units is lower than its
carrying amount, an impairment 10$$ is recognized immediately
through profit and loss. An impairment loss of a cash generating
unit is first allocated to goodwil.

When the recoverable amount exceeds the carrying amount,
the praviously recognized impairment 10ss is reversed to the
income statement, with the exception of impairment losses
on goodwill, which cannot be reversed.

To perform these tests, the Air Liquide group defined a level
at which asset impairment tests are performed in accordance
with |IAS36:

» dedicated and on-site plants are tested individually,
& pipelines are tested at network level,

m liquid gas and hydrogen/CO plants are grouped together
according to the plants' customer market,

= other assets are allocated to the cash generating units or
groups of cash generating units.

The cash generating units of the Gas and Services activity are
determined on a geographical basis. The other activities are
managed at European (Air Liquide Welding and Metrology)
or worldwide (Engineering / Construction) ievels.

g/ Leases
Finance leases

Leases of property, plant and equipment that transfer virtually
all the risks and rewards of ownership to the Group are clas-
sified as finance leases. ltems of property, plant and equipment
acquired under finance leases are depreciated over the shorter
of the asset's useful life and the lease term.
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Operating leases

Leases where the lessor retains substantially all the risks and
rewards incidental to ownership are classified as operating
leases. Payments made under operating leases (net of any
incentives received from the lessor) are charged to the income
staterment on a straight-line basis over the period of the lease.

4.6. Financial instruments
a/ Non-current financial instruments
Investments in equity securities

According to IAS39, investments in equity instruments are
classified as “available for sale”.

The fair value of investrments in listed companies is recognized
at their quoted market price. Investments in unlisted companies
whose fair value cannot be reliably measured are recognized at
cost less any accumulated impairment loss. For this purpose,
their recoverable amount is based on the Group's share of net
assets, expected future profitability and business plans of the
entity.

Changes in fair value are recognized directly in a separate
component of equity until the asset is disposed of, except
for impairment losses which are immediately recognized in the
income statement when the decline in fair value is considered
permanent.

The cumulative gain or loss previously recognized directly in
equity, is recognized in profit or loss at the sale of the securi-
ties.

Loans and other financial assets

Loans and other financial assets are initially recognized at their
fair value and subsequently carried at amortized cost.
Impairment tests are performed at each period-end date. Any
impairment loss is recognized immediately through profit and
loss.

b/ Trade and other receivables

Trade and other receivables are carried at fair vatue upon
initial recognition and then at amortized cost less any
impairment loss.

Impairment losses are recognized when it becomes probable
that the amount due will not be collected and the loss can
be reasonably estimated. Impairment losses are estimated by
taking into account historical losses, age and a detailed risk
estimate.

c/ Cash and cash equivalents

Cash and cash equivalents include cash balances, cash
deposits, short-term loans, the current portion of long-term
loans, and short-term highly liquid investments that are
readily convertible to cash and which are subject to an
immaterial risk of changes in value.

d/ Current and non-current borrowings

Borrowings include bond debentures and other bank

AIR UQuiIDE 86

borrowings (including borrowings arising from finance
leases and put options of minority interests).

At inception, borrowings are recognized at fair value corre-
sponding to the net proceeds collected. At each balance sheet
date, they are measured at amortized cost using the effective
interest rate (EIR) method. The effective interest rate includes
in the borowing cost initial redemption premiums and issuance
costs less the nominal amount of the borrowing.

Borrowings maturing in less than one year are classified as
current borrowings.

e/ Derivative assets and liabilities

Derivative financial instruments are mainly used to manage
exposures to foreign exchange, interest rate and commodity
price risks relating to the Group's financial and operating activity.
Far all these transactions, the Group applies hedge accounting
and documents, at the inception of the hedge, the type of
hedging refationship, the hedging instruments, the nature and
the term of the hedged item.

Howaever, in very limited circumstances, some derivatives
(options) do not qualify for hedge accounting.

Applying hedge accounting has the following consequences:

mtair value hedge: the hedged portion of the item is carried
at fair value, Any change in fair value is recognized through
profit or loss and offsets the change in fair value of hedging
instruments (except the impact of premiums/discounts),

m cash flow hedge: the portion of the gain or loss on the hedg-
ing instrument that is determined to be effective is recognized
directly in equity (transferable equity), while the change in the
fair value of hedged transaction is not yet recognized in the
balance sheet. The change in fair value of the ineffective por-
tion is recognized in other net financial expenses. The
amounits directly recognized in equity are reclassified into profit
or loss when the hedged transactions occur and are
recorded,

mfor hedges of net investments in a foreign entity, the effec-
tive portion of the changes in the fair value of the derivative
instrument is recognized in equity under translation reserves.
The ineffective portion of the changes in fair value is recognized
in profit or loss. Once the foreign entity subject to the hedge
of net investment is sold, the loss or profit initially recognized
in translation reserves is recognized in profit or loss. This
method also applies for foreign exchange hedging on dividends
paid by subsidiaries.

Derivative ﬂhancial instruments which do not qualify for hedge
accounting are carried at fair value through profit or loss with
an offsetting entry in financial assets and financial liabilities.

The fair value of assets, liabilities and derivatives is based on
the market price at the balance sheet date. For unguoted deriv-
atives, the fair value is based on external experts’ valuations.

4.7. Assets classified as held for sale

Non-current assets or disposal groups are classified as “held




for sale” if their carrying amount will be recovered principally
through a sale transaction rather than through continuing use.
Assets classified as held for sale are no longer depreciated
{amortized) as of the date of the sale.

Assets or disposal groups are measured at the lower of their
carrying amount and fair value less costs to sell.

4.8. Inventories and work-in-progress

Inventories are measured at the lower of cost or net realizable
value. Cost is comprised of direct raw materials and, where
applicable, direct and indirect labor costs and other costs
incurred in bringing the inventories to their present location
and condition.

Net realizable value is the estimated selling price in the nor-
mal course of business less the estimated costs of comple-
tion and the estimated costs necessary to make the sale,

4.9. Share capital, reserves and treasury shares
Air Liquide’s share capital is comprised of ordinary shares.

When the Group buys back its own shares, they are classified
as treasury shares and presented as a deduction from equity
for the consideration paid. The profit or loss from the sale of
treasury shares is recognized directly in equity, net of tax.

4.10. Minority interests

In accordance with 1AS32/39, put options of minority interests
are recorded as financial liabilities at the option's strike price.

The share in the net assets of 'subsidiaries was reclassified
from minority interests to borrowings.

Under current standards and interpretations, and in the
absence of specific details from the IFRIC, the Group has
elected to recognize in goodwill the consideration for the dif-
ference between the strike price of granted option and the
minority interests reclassified in financial debt.

Minority interests in profit and loss do not change and still
reflect present ownership interests.

4.11. Provisions
a/ Provisions

Provisions are recognized when:

s the Group has a present obligation as a result of a past
event,

s it is probable that an outflow &f resources embodying eco-
nomic benefits will be required to settle the obligation,

= a refiable estimate can be made of the amount of the obligation.

Restructuring provisions include only the direct expenditures
arising from the restructuring and are recognized in the period
in which the Group has approved a detailed and formal
restructuring plan and the restructuring has either begun or
been announced.

A provision for loss contracts is recognized when the
expected benefits from the contract are lower than the cost
of meeting the obligations under the contract.
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b/ Pensions and employee benefits

Air Liguide provides its employees with various pension plans,
termination indemnities, jubilees (awards based on years of
service), and other post-employment benefits for both active
employees and retirees. These plans vary according to laws
and regulations applicable in each country as well as spe-
cific rules in each subsidiary.

These benefits are covered in two ways:
m by so-called defined contribution plans,
m by so-called defined benefit plans.

Defined contribution plans are plans under which the
employer's sole obligation is to pay regular contributions.
The employer’s obligation is limited to payment of the planned
contributions. The employer does not grant any guarantee on
the future level of service to the employee or retiree (“means-
based obligation”). The annual pension expense is equal to
the contribution paid during the fiscal year which refieves the
employer from any further obligation.

Defined benefit plans are those by which the employer guar-
antees the future level of services defined in the agreement,
most often depending on the employee’s salary and senior-
ity (“result-based obligation”). Defined benefit plans can be:

m either financed by contributions to a fund specialized in
managing the contributions paid,

= or managed internally.

The Group grants both defined benefit and defined contribu-
tion plans.

For defined contribution plans, retirement and similar commit-
ments are measured by independent actuaries, according to
the projected unit credit method in accordance with 1AS19,
The actuarial calculations mainly take into account the follow-
ing assumptions: salary increases, employee turnover, retire-
ment date, expected salary trends, mortality, inflation and
appropriate discount rates for each country.

Defined benefit plans are, in certain cases, covered by exter-
nal pension funds. In this case, assets are mostly invested in
bonds or equities carried at their fair value.

In accordance with IFRS1, the Group opted to recognize in
equity all deferred actuarial gains and losses relating to
employee bensfits recorded in the balance sheet as of
January 1, 2004, the transition date.

The actuarial gains and losses generated after January 1, 2004
are recognized in the income statement using the “corridor
approach”. Under this method, actuarial gains and losses
exceeding the greater of 10% of the present value of the defined
benefit obligation and 10% of the fair value of plan assets at
the beginning of the reporting period, are amortized over the
expected average working lives of the plan participants.

Valuations are carmied out annually by independent actuaries
for significant plans and every three years for other plans
unless there are material changes in circumstances that
necessitate a new calculation.
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4.12. Foreign currency transactions and balances

Foreign currency transactions are recognized according to the
following principles:

= foreign currency transactions are translated by each
company into its functional currency at the exchange rate
prevailing on the date of the transaction,

mat the year-end, monetary assets and liabilities denominated
in foreign currencies are translated into the functional cumency
at the year-end exchange rate.

Exchange differences relating to commercial transactions
are recognized in operating profit. For financial transactions,
differences are recognized in financial income except for dif-
farences resulting from hedge of a net investment that are
recognized in equity untii the net investment is disposed of.

4.13. Contingent assets and liabilities

Contingent assets and liabilities arise from past events, the
outcome of which depends on future uncertain events.

Contingent liabilities also encompass unrecognized present
obligations that cannot be reliably estimated.

Contingent assets and liabilities are disclosed in the notes to
the consolidated financial statements, except for contingent
liabilities assumed in a business combination, which are rec-
ognized in accordance with IFRS3.

4.14. Discontinued operations
A discontinued operation is a clearly distinguishable component,

m of the Group that either has been separated, or is classi-
fied as held for sale,

mrepresents a separate major line of business or geographi-
cal area of operations,

mis part of a single coordinated plan to dispose of a sepa-
rate major line of business or gecgraphical area of operations,

mis a subsidiary acquired exclusively with a view to resale.

The resutts of discontinued operations are presented separately
on the income statement.

4.15. Government grants

Governments grants received are recognized in other non-
current liabilities. They are then recognized as income in the
income statement for the period on the same basis as the
subsidized assets are depreciated.
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4.16. Share-based payments

The Group grants share options to management and some
employees. In accordance with IFRS2, share options are
measured at fair value at the grant date. The fair value is
estimated using the binomial model. Any changes in value
subsequent to the grant date do not call into question the
initial measurement.

In accordance with IFRS2, the fair value of options granted
is recognized as an employee expense with a corresponding
increase in equity, and amortized on a straight-line basis over
the vesting period.

Under the option available under IFRS1, IFRS2 has only been
applied to share option plans granted after November 7, 2002
and not vested as of January 1, 2004.

The dilution effect of non-vested share option plans is
reflected in the calculation of diluted earnings per share.

For employee savings plans, the capital increases reserved for
employees and performed under conditions that difier from
market conditions result in the recognition of an expense. This
expense corresponds to the contribution paid by the
Company and the discount on the share price less the cost
of non-transferability for the employees.

4.17. Greenhouse gas emission rights

In certain countries, the Air Liquide group receives greenhouse
gas emission rights free of charge. These allowances are allo-
cated year by year for a compliance period of three years.

In return, the Group has to deliver allowances equal to its
actual emissions.

In absence of any specific guidance in IFRS {(IFRIC3 has been
withdrawn), the Group has elected the following accounting
approach:

mat each balance sheet date, the Group assesses if it has
sufficient emission rights to cover its actual emissions. If the
rights allocated exceed the actual emissions, no asset is rec-
ognized and the sold rights are recognized in profit or loss.
Conversely, the Group shall recognize a net liability for the
supplementary obligation to deliver allowances not covered
by the rights received.




5‘ Segment reporting

5.1. Segment information
Segmental information is based on two segment formats:

m the primary segment format, by geographic area, represents
the Group’s management structure. The principal activity of
the Group is the industrial gas business, which is managed
through five geographic zones, determined according to the
location of the assets:

- France,

- Europe (excluding France),

- Americas,

— Asia - Pacific,

- Africa and Middle-East.

wthe secondary segment format represents the business lines:
— Gas and Services,

— AL Welding Group,

- Engineering and Construction,

— Other activities {mainly Chemicals, Diving).

Unallocated items to geographic areas and business lings

include mainly corporate expenses as well as Research and
Development costs.

5.2. Net indebtedness
Net indebtedness includes:

m current and non-current borrowings minus the fair value of
hedging derivative assets less,

m cash and cash equivalents as defined in paragraph c/ of
section 4.6., net of the fair value of hedging derivative liabilties
to cover loans.

5.3. Other operating profit and expenses

Material non-current transactions that could affect operating
performance are classified as "other operating profit and
expenses”. They mainly include:

mgains or losses on the disposat of activities,

w major restructuring costs resulting from unusual significant
events that could distort operating performance,

mvery significant charges to provisions and impairment losses.

Consolidated financial statements
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Notes to the consolidated financial statements

for the year ended December 31

1 ‘ Major events

1.1. Major events in 2006

In 2006, there were no significant changes in the consolida-
tion scope that could have had a material impact on the
Group financial statements.

1.2. Major events in 2005

On July 12, 2005, Air Liquide sold its 39.5% interest in the
share capital of Séchilienne-Sidec for a total consideration of
162.3 million euros.

The net capital gain of 80.6 million euros after tax realized on
the sale is reported in Profit from discontinued operations.

After a takeover bid followed by a public offer of withdrawal, .

Ajr Liquide increased its interest in the share capital of Soaeo
S.A. from 86.8% to 100% on December 22, 2005. The sim-
plified takeover bid was primarily performed by way of an
exchange of Air Liquide treasury shares. SOAEO shares
acquired had a total value of 157.3 million euros {including
acquisition costs). Following these transactions, the resulting
consolidation difference of 117.6 mitlion euros was recognized
in goodwill as of December 31, 2005. This transaction did not
impact the 2005 Income statement.

1.3. Integration of Messer activities

On May 7, 2004, Air Liquide signed an agreement for the
acquisition of Messer’s industrial gas activities in Germany, the
United Kingdom and the United States. Since this date, these
activities have been included in the consolidated financial
statements.

The purchase consideration for shares was 2,684 million
euros.

This acquisition was approved by European and American com-
petition authorities subject to a number of divestitures which
were performed under the following terms and conditions:

m sale of certain liquid gas activities in the United States to
Matheson TriGas Inc. (a subsidiary of Nippon Sanso) on
November 2, 2004,

m sale of certain Large Industry, Bulk and Cylinders activities
in Germany to Praxair on December 3, 2004,

a sale of the 51% investment in Messer Nippon Sanso to
Taiyo Nippon Sanso on January 14, 2005.
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The amount of divestitures completed, net of taxes paid,
totaled 713.4 million euros, including 699 million eurcs as of
December 31, 2004. After taking into account acquisition and
restructuring costs as well as fair value of acguired assets,
goodwill measured according to IFRS amounted to 1,453.2
million euros as of December 31, 2004.

Goodwill as of December 31, 2004

In millions of euros

Financial investments

{including acquisition costs) {2,736)
Share of acquired equity 835
Initiat goodwill 1,901

Allocation to intangible assets (413)
Allocation to property, plant and equipment (190)
Tax-related impact of these allocations 240
Net fair value impact of divested activities {(198)
Goodwill after allocation 1,340
Recognition of liabilities and contingent liabilities 138
Cther (impact of fereign currency translation) {25)
Goodwill as of December 31, 20040 1,453

{1} including 1,264 million euros with respact to the acquisition of Messer
activities in Germany.

The acquisition of Messer activities had the following impacts
on the main financial indicators for fiscal year 2004:

Main impact on the balance sheet as of December 31,
2004

in millions of euros

Assets

Intangible assets, net 2283
Property, plant & equipment, net 986.4
Goodwill 1,453.2
Equity & Liabilities

Provisions and deferred tax 762,8
Nat indebtedness 1,988.2




Income statement for the year ended December 31,
2004

In millions of euros

Revenue 470.7
Operating income recurring before
depreciation and amortization 118.1
Depreciation and amortization (60.5)
Operation income recurring ' 57.6
Cther non-recurring operating expsnses (107.1)
Operating income (49.5}
Nei finance costs and other net financial expenses 619
Income taxes 429
Profit from discontinued operations 32.3
Profit for the period (36.2)
Minority interests 1.1
Net profit (Group share) (37.3}

Other non-recurring operating expenses include restructuring
costs related to the acquisition of Messer activities.

Profit from discontinued operations or held for sale includes
the profit from these operations between May 7, 2004 and the
date of sale as well as the net gain realized by the Group
following the divestitures of certain of its assets in Germany
and the write-down of computer software existing prior to the
acquisition which subsequently became redundant.

Main impact on the Statement of cash flows for the
year ended December 31, 2004

In milliens of euros

Financial investments
(including acquisition costs) (2,735.6)

Proceads from sale of divested activities 699.0

Consolidated financial statements

2’ Segment information

The primary and secondary reporting formats reflect the
management structure of the Group and the internal reporting
structure.

2.1. Primary segment information

Primary segment infermation is provided by geographical
area. Revenue is analyzed by geographical area of production
(country of origin), with the exception of Engineering and
Construction activities, which are analyzed according to
customer location (country of destination).

The profits, assets and liabilities of each segment consist of
amounts directly attributable to the segment, provided they
can be allocated to the segment on a reasonable basis.

Research and Development center and Corporate activities
are not allocated.

2:2. Secondary segment information

Qperations are organized into four busingss segments, each
representing specific products and services.

m Gas and Services,

= AL Welding group,

m Engineering and Construction,

m Other activities.

The Gas and Services segment encompasses the Large
Industries, Industrial Merchant, Healthcare and Electronics
business lines.

AL Welding group produces and distributes welding and
cutting consumables and eguipment,

The Engineering and Gonstruction segment designs and
primarily builds industrial gas production plants and
advanced technology products.

Cther activities primarily include Chemicals and Diving.
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2006
g Sagment information by geographical area
Z . Cmﬂinuing operations Discontinued
L
E operations
i France Europe Americas  Asia-Pacilic Africa Unal-
— (excluding and located
S_:_ In millions of euros France} Middle-East
W INCOME STATEMENT
é Revenue
6 Gas and Services 1,800.6 33706 25683 1,715.0 173.5 9,628.0 9,628.0
Z AL Welding Group 183.2 379.5 562.7 562.7
<
prd Other activities 261.7 40.8 69.7 58 378.0 378.0
L Sub-total excluding
Engingering/Construction 2,2455 33,7909 2,638.0 1,720.8 173.5 10,568.7 10,568.7
Engineering/Construction 847 88.0 55.2 131.7 20.4 380.0 380.0
Total Revenue 2,330.2 38789 2,693.2 1,852.5 193.9 10,948.7 10,948.7
Operating income recurring
Gas and Services 3414 661.2 395.6 250.8 44.5 1,693.2 1,693.2
Other 53.8 51.3 3.0 15.2 123.3 123.3
R&D centers/Corporate _ (157.3} (157.3) (157.3)
Total operating income recurring 3949 7125 308.6 266.0 445 (157.3) 1,659.2 1,659.2
Other non-recurring '
operating expenses 26 2.6
Net finance costs (155.4} (155.4)
Other net financial expenses (42.2) {42.2)
Income taxes (419.8) (419.8)
Share of profit of associates (1.2) 2.8 (2.7} 1.7 7.0 277 27.7
Profit for the period ' 1,072.1 1,072.1
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w

e

Europe Americas Asia Africaand  Unallocated E

(excluding Pacitic Middle- S

In miflions of euros France) East g

BALANCE SHEET '3

Segment assets 1,631.1 7.2181 3,293.1 2,363.3 269.2 154.2 14,929.0 E

Goodwill 1671 1,776.1 339.0 295.0 375 268147 |

Intangible assets and <

property, plant and equipment 525.9 3,903.4 2,443.2 1,3021 127.0 57.3 8,358.9 (2)

Cther segment assets 9371 1,620.4 501.7 657.6 70.3 96.9 3,784.0 <L

Investments in associates 1.0 18.2 9.2 108.6 34.4 171.4 %
Non-segment assets 1,366.3
Total assets 16,295.3
Segment liabilities 1,384.0 1,513.6 540.9 527.8 84.7 53.4 4,084.4
Non-segment liabiiities 5,644 1

Equity including

minority interests 6,566.8
Total equity and liabilities 16,295.3

Other information

Capital expenditure (intangible assets
and property, plant and equipment) (152.8) (431.8) (240.3) (249.0) (23.7) (30.8) {1,128.2)

Depreciation and amortization (163.4) (331.3} (267.4) (125.9) (14.8) (5.4) (908.2)

Segment information by acitivity

In millions of euros 2006 In millions of eurps 2006

Gas and Services Engineering and Construction

Revenue 9,628.0 Revenue 380.0
Total segment assets 13,7841 Total segment assets 254 .2
Capital expenditure (intangible assets Capital expenditure {intangible assets

and property, plant and equipment) {1,063.1) and property, plant and equipment) (8.5)
AL Welding Group

Revenue 562.7

Total segment assets 488.8

Capital expenditure (intangible assets

and property, plant and equipment) {13.1}

Other activities

Revenue 378.0

Total segment assets 237.7

Capital expenditure (intangible assets

and property, plant and equipment) {12.7)
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2005

Segment information by geographical area

Continuing operations

Discontinued

Total

operations
France Euwrcpe Americas  Asia-Pacific Africa Unal- Total
(excluding and located®
In millions of euros France) Middle-East
INCOME STATEMENT
Revenue
Gas and Services 1,686.1 3,1280 25474 1,6134 162.8 9,147.7 9,147.7
AL Welding Group 171.2 3411 512.3 512.3
Other activities 249.5 42.4 575 6.7 356.1 356.1
Sub-total excluding
Engineering/Construction 2116.8 3,511.5 260489 1,620.1 162.8 10,0161 10,0161
Enginsering/Construction 146.6 49.0 67.9 131.4 238 418.7 418,7
Total Revenue 22634 35605 26728 1,751.5 186.6 10,434.8 10,434.8
Operating income recurring
Gas and Services 31041 B17.7 360.0 238.6 408 1,567.2 1,567.2
Other 41.8 45.7 6.2 12.1 105.6 105.6
RAD centers/Corporate ' - (1862 (155.2) (155.2)
Total operating income recurring 351.7 663.4 366.2 250.7 408 (155.2) 15176 1,517.6
Other non-recurring
operating expenses {44.8) {44.8)
Net finance costs (163.1) (163.1)
Other net financial expenses (49.1) {49.1)
Income taxes (370.7) (370.7)
Share of profit of associates 6.3 30 0.2) 19.9 7.5 36.5 38.5
Profit for the period 926.4 B80S 1,007.0

{1) Following reclassification of 4.5 million eurcs in revenue for the France zone.
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)
I_
Europe Americas Asia Africa and Unallocated E
{excluding Pacific Middle- =
In miltions of euros France) East I
BALANCE SHEET |<—£
Segment assets 1.644.1 6,878.7 3,725.1 2,334.3 203.7 156.4 15,032.3 (lT')
Goodwill 170.8 1,759.3 375.2 290.1 50.6 2,646.0 1
Intangible assets and g
property, ptant and equipment 535.5 37747 27813 1,262.3 138.2 344 8,554.5 %
Other segment assets 934.3 1,329.4 555.4 648.4 76.2 122.0 3,665.7 <
Investments in associates 3.5 15.3 13.2 103.5 30.6 166.1 %
Non-segment assets 1,256.1 iy
Total assets 16,2858.4
Segment liabilities 1,368.4 1,518.5 656.0 582.2 64.0 74.4 4,263.5
Non-segment habilities 5,816.2
Equity including
minority interests 6,208.7
Total equity and liabilities 16,288.4

Other information

Capital expenditure (intangible assets
and property, plant and equipmett) (173.2) (372.9) (190.5) 213.3) {10.8) (14.5) {975.2)

Depreciation and amortization {168.6) 321.1) {266.6) {120.3) (15.4) 5.3 897.3)

Segment information by acitivity

In milliens of euros 2005 in millions of euros 2005

Gas and Services Engineering and Construction

Revenus 9,147.7 Revenue 418.7
Total segment assets 13,866.8 Total segment assets 333.1
Capital expenditure (intangible assets Capital expenditure (intangible assets

and property, plant and equipment) (899.4) and property. plant and equipment} 6.1
Groupe AL Welding

Revente 512.3

Total segment assets 440.2

Capital expenditure {intangible assets

and property, plant and equipment) (11.0)

Other activities ]

Revanue 356.1

Total segment assets 235.8

Capital expenditure (intangible assets

and property, plant and equipment) (44.2)
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2004

Segment information by geographical area

Continuing operations

Discontinued

operations
France Europe Americas  Asia-Pacific Africa Unal-
{excluding and  located®
In millions of euros France) Middle-East
INCOME STATEMENT
Revenue
Gas and Services 1,6196 2,7539 22377 1,512.1 151.8 8,275.2 8,275.2
AL Welding Group 163.2 3198 483.0 483.0
Other activities 2323 435 57.8 6.8 340.2 340.2
Sub-total exctuding
Engineering/Construction 2,015.1 3,117.2 22955 1,518.7 151.9 9,098.4 9,098.4
Engineering/Construction 101.3 44.4 25.0 123.2 36.1 330.0 330.0
Total Revenue 2,116.4 3,161.6 2,3205 1,641.9 188.0 9,428.4 9,428.4
Operating income recurring
Gas and Services 304.9 557.6 303.2 2214 36.0 1,422.8 1,422.8
Cther 48.0 41.5 6.3 5.1 100.9 100.9
R&D centers/Corporate (1401)  (149.1) {149.1)
Total operating income recumring 3529 599.1 309.5 226.2 360 (149.1) 1,3748 1,374.6
Other non-recurring
operating expenses {150.5) (150.5)
Net finance costs (149.3) (149.3)
Other net financial expenses (49.7) (49.7)
Income taxes (249.5) (249.5}
Share of profit of associates 9.8 6.1 1.1 12.4 7.1 365 36.5
Profit for the period 8121 323 844.4

{1) Following reclassification of 3.3 million euros in revenue for the Frarlca zone.
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=

France Europe Americas Asia Africa and  Unallocated 5

{excluding Pacific Middle- E

In milliens of euros France) East i

BALANCE SHEET 1<—(

Segment assets 1,717,7 6,784.4 3,235.4 1,958.2 246.4 100.5 14,0426 5

Goodwill 172.6 1,734.6 329.1 171.4 23.5 2,431.2 |

Intangible assets and <_£

property, plant and equipment 558.2 36008  2,456.6 1,106.7 128.1 a1y 7,971.1 (23

Other segment assets 9325 1,328.4 437.4 601.3 65.0 68.8 3,433.4 <

Investments in associates 54.4 30.6 13.3 78.8 29.8 206.9 %
Non-segment assets 1,378.4
Total assets ' 15,421.0
Segment liabilities 1,336.6 1,548.5 569.3 500.7 54,1 85.2 4,094.4
Non-segment liabilties ' 6,094.1

Equity including

minority interests 5,232.5
Total equity and liabilities 15,421.0

Other information

Capital expenditure {intangible assets
and property, ptant and equipment) {189.2) (345.4) (179.9) (158.0) {12.0) (16.5) (801.0)

Depreciation and amortization (164.7) (290.8) {(248.1) (113.4) {14.0} (23.6) (854.6)

Segment information by acitivity

In millions of euros 2004 In millions of euros 2004

Gas and Services Engineering and Construction

Revenue 8,275.2 Revenue 330.0
Total segment assets 12,8088 Total segment assets 327.2
Capital expenditure {intangible assets Capital expenditure (intangible assets

and property, plant and equipment) (790.1) and property, plant and equipment) (40.3)
Groupe AL Welding

Revenue 483.0

Total segment assets 439.2

Capital expenditure {intangible assets

and property, plant and equipment) (16.0) -

Other activities

Revenue 340.2

Total segment assets 267.1

Capital expenditure (intangible assets
and property, plant and equipment) (38.1)
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3’ Revenue

In millions of euros 2004 Y% 2005 % 2006 %
Gas and Services 8,275.2 88% 9,147.7 88% 9,628.0 88%
AL Welding 483.0 5% 512.3 5% 562.7 5%
Other activities 340.2 4% 356.1 3% 378.0 3%
Engineering and Construction 330.0 3% 418.7 4% 380.0 4%
Total 9,428.4 100% 10,434.8 100% 10,948.7 100%

Consolidated revenue for the year ended December 31, 2006
totaled 10,948.7 million euros, up 4.9% on 2005. The
increase is 5.7% on a comparable basis, after adjustment
for the cumulative impact of foreign exchange fluctuations,
natural gas prices and principal changes in the consolidation
scope.

a Foreign exchange rate fluctuations represented (35.4) million
euros in 2008, for an impact of (0.4)% on Group revenue.
The impact was primarily due to the appreciation of the euro
against the yen.

= Natural gas prices had an impact of {13.8) million euros
excluding foreign exchange fluctuations, for a contribution of
{0.1)% to consolidated revenue.

m The impact of changes in the scope of consolidation is
related to the deconsolidation of the liquid chemicals activity
in the United States beginning in the second quarter of 2005.
Over the year, the impact stands at (27.0) million euros, or
{0.3)% of consolidated revenue.

Consolidated revenue for the year ended December 31, 2005
totaled 10,434.8 million euros, up 10.7% on 2004. The
increase is +8.2% on a comparable basis, after adjustment
for the cumultative impact of {oreign exchange fluctuations,
naturat gas prices and principal changes in the consolidation
sCope.

= Foreign exchange rate fluctuations contributed revenue of
43 million euros in 2005, representing consolidated revenue
growth of 0.5%. These gains were primarily due to the
appreciation of the Canadian dollar,

a The increase in natural gas prices contributed additional revenue
of 212 million euros in 2005, excluding foreign exchange impacts,
representing consolidated revenue growth of 2.2%.

m The principal changes in the cansolidation scope were the
consolidation of Messer activities for a full year and the decon-
solidation of chemical liquid activities In the United States in
the second quarter. These changes had an estimated impact
of +163 million euros for 2005 as a whole, representing con-
solidated revenue growth of 1.8%.
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4 Recurring operating
income and expenses
Recurring operating income and expenses arg comprised of

purchase, personnel expenses, depreciation and amortiza-
tion and other income and expenses.

The primary Group purchases include electricity, natural gas
and industrial and medical products.

Net operating expenses were up +4.2% over 2005, The
operating margin (operating income recurring as a percentage
of revenue) stood at 15.1% in 2008 excluding the impact of
natural gas, an improvement over 2005 {14.5%). The
improvement is explained by the productivity program, the
pursuit of the synergies plan related 1o the acquisition of the
Messer activities and the significant repercussion of higher
costs {energy and raw materials) on our prices.

4.1. Personnel expenses

In millions of eures 2004 2005 2006
Salaries and social

security contributions {16721y (1,800.8) (1,873.1)
Defined contribution pension plans  (16.7) (15.7) (17.9)
Defined benefit pension plans (38.3) (34.5) (39.7)
Share-based payments {2.5) 5.4 (8.8}
Total (1,729.6) (1,856.4) (1,939.5)

Consolidated companies employed 36,900 individuals as of
December 31, 2006, (35,900 as of December 31, 2005 and
December 31, 2004). The increase essentially stems from Asia
(South Korsa and China) and North America. In addition, there
were 350 employees from acquired and newly consolidated
companies in 2006.




4.2. Other income and expenses

Gther income and expenses primarily include transport and
distribution costs, sub-contracting costs, operating lease
installments and insurance premiums.

Other operating revenue is not material.

4.3. Research and Development expenditures

These costs are expensed as incurred as the Group does
not consider that the conditions required by IAS38 for the
capitalization of development costs have been satisfied.

In 20086, innovation costs amounted to 172.5 millien euros
{164.4 million euros in 2005 and 161.5 miillion euros in 2004)
including Research and Development costs of 116.4 million
euras (107.3 million euros in 2005 and 103.3 million euros in
2004).

4.4. Depreciation and amortilzation expense

Consolidated financial statements

5 Other non-recurring
operating expenses
In milliens of euros 2004 2005 20086

Expenses

Messer restructuring costs (107.1)

Other reorganization
and restructuring costs (17.2) 47.7) (17.5)

Impairment losses (6.2) 42.7)

Provisions refating
to the implementation
of advanced technologies (20.0)

Other (1.8 {2.5)

in millions of euros 2004 2005 2006
intangible assets ' (50.4) (57.8) (59.9)
Property, plant and equipment  (804.2) (839.5) (848.3)
Total (B54.6)  (897.3)  (908.2)

(1) Including the depreciation charge after deduction of investment grants
released to profit,

Total other non-recurring
operating expenses {150.5) {92.2) {20.0)

Income
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Capital gains on the disposal
of PP&E and investments 47.4 226

Total other non-recurring
operating income 474 22.6

Total {150.5) (44.8) 26

In 20086, reorganization and restructuring costs are related to
the change in the organizational structure of Industrial
Merchant in certain European countries. In 2005, they
involved this same change as well as the costs of the con-
tinued reorganization of the AL. Welding group. in 2004, other
reorganization and restructuring costs mainly included the AL
Welding group and certain European subsidiaries of the
Group.

Impairment losses were recognized in 2005 due to capitalized
information technology system development ¢osts (32.6 milion
euros). These impairment losses were recognized following the
decision to change the organizational structure of Industrial
Merchant activities in certain European countries. Other impair-
ment losses included goodwill recognized due to Metrology and
Service activities (6.2 million euros in 2004 and 10.1 million
euros in 2005).

Capital gains realized from disposals of property, plant and
equipment and financial investments primarily include the
following:

s as of December 31, 2006: the disposals of the Group
interest in a cogeneration unit in the United States and the
disposals of propane activity in Sweden and Germany,

m as of December 31, 2005: the disposals of the homecare
activity in the United States, a cogeneration unit in France
and a distributor in the United States.
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6 Net finance costs and other
net financial expenses

6.1. Net finance costs

In millions of euros 2004 2005 2006

Finance costs (173.6) {189.5) {194.3)
Financia! income

from short-term investments 24.3 26.4 389
Total (149.3} {163.1) {155.4)

6.2. Other net financial expenses

In millions of euros 2004 2;005 2006

Dividends received 3.6 3.8 3.7
Other financial income 37.0 42.7 17.4
Financial expenses

related to employee benefits {52.2} {651.6) (47.0)
Other financial expenses @ (38.1) {44.0} {16.3}
Total {49.7) (49.1) 42.2)

{1) Including financial income related to fair market value of derivative instruments.
(2} Including financial expenses related to fair market value of derivative
Instruments.

Capitalized finance costs total 10.8 million euros in 2006
(5.9 million euros in 2005 and 3.4 million euros in 2004).
The average financing rate for the relevant subsidiaries was
used for capitalization purposes.
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7‘ Income taxes

7.1. Income taxes

In millions of euros 2004 2005 2006
Current tax .

Income tax expense payable (845.7) (330.0) {379.6)

Prior year tax losses
or tax credits not previously

recognized 6.1 7.2 8.2
Total {339.6) (322.8)  (371.4)
Deferred tax

Temporary differences 90.6 (51.0) {57.4)
Impact of tax rate changes 0.5) 341 9.0
Total 90.1 47.9) (48.4)

7.2. Reconciliation of the standard tax rate
and the effective Group tax rate

% 2004 2005 2006
Standard tax rate 33.5 34.2 340
Impact of transactions

taxed at reduced rates (2.8) 2.9) (3.0)
Impact of tax rate changes 0.1 0.2) (0.6)
Impact of tax exemptions and other (6.5) {1.7) 1.7)
Effective Group tax rate 24.3 29.4 28.7

The standard tax rate is the average rate obtained by
applying the statutory tax rate for each country to their
related earnings before tax.

The effective Group tax rate is determined as follows: {current
and deferred income tax expense)/{net profit before tax less
share of profit of associates and net profit from discontin-
ued operations}.

In France, L'Air Liquide S.A. has elected 1o determine French
income taxes on a consolidated basis, including all French
subsidiaries complying with the reguirements.

Foreign subsidiaries have also elected to apply for similar rules
wherever this is allowed under local regulations.

The impact of lower tax rates in certain European countries
contributed to a lower effective rate over the 2005 rate. The
effective tax rate in 2004 was reduced substantially by
non-recurring tax transactions implemented in Europe and
the recognition of restructuring provisions following the
acquisition of Messer activities.




Net profit from discontinued
8 operations

In millions of euros 2004 2005 2008
Net profit from discontinued

operations - 323 80.6

In 2005, net profit from discohtinued activities includes the
after-tax capital gain realized by Air Liquide on the sale of
its 39.5% interest in Séchilienne-Sidec.

in 2004, the acquisition of Mdsser industrial gas activities in
Germany, the United Kingdorn and the United States, was
authorized by the European and American competition
authorities subject to the performance of a number of divesti-
tures,

Net profit from discontinued operations includes the net profit
of these activities realized between May 7, 2004 and the date
of disposal, together with capital gains realized on the divesti-
ture of certain Group assets in Germany and the write-down
of computer software existing prior to the acquisition which
subsequently became redundant.

9! Net earnings per share

9.1. Basic earnings per share

2004 2005 2006

Net profit (Group share) attributable

to ordinary equity holders

of the parent

(in millions of euros) 780.1 933.4 1.002.3
Weighted average
number of ordinary
shares outstanding

118,988,464 118,778,764 120,038,567

Basic earnings per share
(in euros) 6.56 7.86 8.35

Basic earnings per share is calculated by dividing net profit
{Group share} attributable to ordinary equity holders of the par-
ent by the weighted average number of shares outstand-
ing during the year, excluding ordinary shares purchased
by the Group and recognized in equity.

The weighted average number of shares outstanding during
the year is calcutated by excluding treasury shares. The
number of shares outstanding and net earnings per share in
2004 and in 2005 were adjusted for the one for ten bonus
share issue performed during the year.

Consolidated financial statements

9.2. Diluted earnings per share

2004 2005 2006
Net prefit used to calculate
diluted eamings per share
{in millions of euros) 780.1 9334 1,002.3

Weighted average
number of ordinary

shares cutstanding 118,988,464 118,778,764 120,038,567

. Adjustiment for dilutive impact

of share subscription options 327,080 582,985 1,006,996
Adjusted weighted average

number of shares outstanding

used to calcutate diluted
earnings per share

119,315,554 119,371,749 121,045,563

Diluted earnings per share
(in euros) 6.54 7.82 8.28

Diluted earnings per share takes into account the weighted
average number of shares that would have been outstanding
had all potentially dilutive shares been converted. The dilutive
impact is therefore calculated assuming the exercise in full of
all share subscription options granted to employess.

Profit for the period is adjusted for the change in income and
expenss items that would result from the exercise of the share
subscription options.

No other financial instruments capable of generating further
dilution of net earnings per share have been issued by the
Group.

10| Dividend per share

The 2005 dividend on ordinary shares, reported and paid on
May 16, 2006 was 432.1 million euros (including treasury
shares), for a dividend of 3.85 euros per share, Dividends paid
represent a distribution rate of 46.3% of the profit for the
period attributable to equity holders of the parent.

A dividend distribution of 497.0 million euros (including treasury
shares}, for a dividend of 4.00 euros per share, on ordinary
shares will be proposed to the Shareholders’ Mesting in respect
of 2006. This amounts to a distribution rate of 49.6% of profit
for the period attributable to equity holders of the parent.
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Consolidated financial staterments

11 I Goodwill

11.1. Movement during the period

As of Goodwill Goodwill Impairment  impairment Foreign Other As of
January 1 recognized removed losses losses exchange movements December
during during removed differences m 3
the period the period
in millions of euros
2004 848.6 1,510.5 2.7 {29.9} 104.7 24312 @
2005 2,431.2 149.3 (1.7 (6.6) 55.0 28.9 2,648.1
2006 2,646.1 37.4 {1.9) 0.2 (58.8) (8.4) 2,614.7

{1) Other movements primarily include the valuation of put options of minority interests in Switzerland, Germany, France, South Africa and Egypt in the amount of
99.6 milion euros in 2004 and 28.5 milion euros in 2005. The 2006 reva'uation armounts to (2.6} million euros for all the options.
(2) Goodwill of 2,431.2 million euros is that of January 1, 2005 dus to the recording of put options of minority interests.

Goodwill recognized during the period primarily includes:

win 2006, two acquisitions in the Homecare sector in Germany and one acquisition in the Electronics sector in Japan,

win 2005, 117.6 milion euros related to the buyout of minority interests in Scaeo S.A. pursuant to the takeover bid followed by
public offer for withdrawal, the finalization of Messer activities acquisition with recognition of additional goodwill of 7.9 million euros
and the acquisition of certain companies, mainly in the Healthcare sector,

min 2004, the acquisition of Messer activities in Germany, the United Kingdom and the United States for 1,453.2 miillion euros
and the acquisition of the former Livingston Metrology activities (France, Netherlands, Germany, Spain) for 20.1 millien euros.

In 20085, the goodwill removed arose from the sale of Metrology and Service activities in France and the sate of Homecare

activities in the United States.

In 2005, impairment losses concernad the Metrology and Service activities.

11.2. Principal goodwill balances as of December 31, 2006

2004

2005 2006

Net carrying Net carrying Gross carrying Impairment Net carrying
In millions of euros amount amount amaount losses amaunt
Germany (4 1,328.5 1,350.2 1,370.5 1,370.5
United States @ 301.14 3413 305.9 305.9
SCAEOQ 1171 2345 2346 23486
Al Welding 88.6 83.6 89.7 89.7
Other subsidiaries 595.9 631.5 620.4 (6.4) 614.0
Total goodwill 2431.2 2,646.1 2,621.14 (6.4) 2,614.7

{1) Including goodwill arising from the Messer activities in Germany for 1,270.5 million euros in 2006 and 2005 and 1,263.8 milion euros in 2004.
In addition, the change between 2006 and 2005 is linked to goodwill recagnized following the acquisition of two companies in Healthcare.,
{2) Change between 2006 and 2005 is linked to forex impact.
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12‘ Other intangible assets =

&

12.1. Gross carrying amounts =

As of Additions Disposals Foreign Assets Other As of H

January 1 exchange acquired in  movements December <

differences  a business a 3 (ITJ

combination

In millions of euros ' é_l

2004 : O

Internally generated intangible assets 109.8 45.5 16.8 1721 <Z[

Other intangible assets 201.8 3.8 (22.3) (11.7) 2779 28.9 478.4 prd

Total gross intangible assets 311.6 49.3 (22.3) (1.7 2779 45.7 650.5 U

2005 .
Internally generated intangible assets 172.1 33.8 (0.8) 1.1 26,9 233.1
Other intangible assets 478.4 9.0 {16.8) 16.0 1.7 (13.9) 474.4
Total gross intangible assets ' 650.5 42.8 {17.6) 171 1.7 13.0 707.5
2008

Internally generated intangible agsets 2331 379 (63.3) (0.4) 4.0 202.6
Cther intangible assets ) 474.4 10.3 8.6) {15.6) 0.7 11.8 473.0
Total gross intangible assets 707.5 48.2 {71.9) (16.0) 0.7 71 675.6

{1) Other movements primarily inciude account reclassifications and changes in consolidation scope. Intangible assats are primarily used by the Gas activity.

{2) Assets acquired in a business combination in 2004 mainly correspond to the consolidation of Messer activities for 277.9 millicn euros, corresponding to
the valuation of certain customer contracts in Germany and in the United States as part of the allocation of the initial goodwill.

(3} In 2006, the impairment losses recognized in 2005 for capitalized information system development costs were raversed following the removal of these costs
for a gross value of 63.0 million eurcs and accumulated depreciation and amortization of {30.4) million euros.
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12.2. Depreciation and impairment losses

w As of Cﬁarge Imbair— Impair- Disposals Foreign Assets Other As of
= January 1 for the ment ment exchange acquired movements December
5 period losses losses differences ina 31
E @ removed business
LLd combination
= In millions of euros
S 2004
w
N Internally generated
< intangible assets (6.4} (26.8) (35.9) 69.1}
6 Other intangible assets (157.0) (23.9) 16.9 25 {2.6) 29 (161.2)
% Total intangible
=z asset amortization (163.4) (50.7) (35.9} 16.9 25 (2.6} 29 (230.3)
TN Total net
intangible assets 148.2 (1.4) (35.9) 5.4) 9.2) 275.3 @ 486 M  420.2
2005
Internally generated
intangible assets {69.1) {25.4) (32.8) 0.8 {0.1) 1.1 (125.3)
COther intangible assets {161.2) {32.4) (3.5) 161 (1.8} (13.4) (196.2)
Total intangible
asset amortization (230.3) (57.8) (36.1) 16.9 (1.9 (12.3) {321.5)
Total net
intangible assets 420.2 (15.0} (36.1) 0.7} 15.2 1.7 0.7 386.0
2006
Internalty generated
intangible assets (125.3) (27.8) 3260 304 @ (1.0) 91.1)
Other intangible assets {196.2) (32.1) 7.3 3.1 08 {217.3)
Total intangible
asset arortization (321.5) (59.9) 32.6 37.7 341 ' {0.4) (308.4)
Total net
intangible assets 386.0 1.7 326 {34.2) {12.9) 0.7 6.7 367.2

{1) Other movements primarily include account reclassifications and changes in consolidation scope. Intangible assets are primarily used by the Gas activity.

{2) Assets acquired in a business combination in 2004 mainly correspond to the consolidation of Messer activities for 277.9 million eurcs. corresponding to
the valuation of cettain customer contracts in Germany and in the United States as part of the allocation of the initial goodwll.

{3) In 2006, the impairment losses recognized in 2005 for capitalized information system development costs were reversed following the removal of these costs
for a gross value of 63.0 million euros and accumulated depreciation and amortization of (30.4) million euros.

{4) Impairment losses recognized in 2004 of (35.9) million euros correspond te computer software that bacame redundant following the acquisition of Messer
activities in Germany.

As of year-end, the Group has given no material commitments for the purchase of intangible assets and is not subject to any
restrictions over the use of its existing intangible assets.
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13’ Property, plant and equipment g
13.1. Gross carrying amounts Lé"
As of Additions Disposals Foreign Assetls Other As of E_J
January 1 exchange acquired in - movements December <L
differences a busﬁne{ss & A C|7)
combination
In millions of euros @ é“
2004 O
Land ‘ 243.8 5.3 (10.2) {5.5) 17.9 (0.9) 250.4 g
Buildings 831.1 14.2 (17.4) {(17.6) 272.2 15.7 1,098.2 =
Equipment, cylinders, installations 13,033.5 204.6 (263.1) (392.9) 767.7 772.4 14,132.2 o
Total property, plant and equipment
in service ‘ 14,108.4 2241 (280.7) (416.0) 1,057.8 787.2 15,480.8
Canstruction in progress ‘ 308.8 634.7 (13.7) 4.2 (445.4} 488.6
Total property, plant and equipm@nt 14,417.2 858.8 (280.7) {429.7) 1,062.0 .8 15,969.4
2005
Land 250.4 1.1 8.7 8.5 {0.8) 252.5
Buildings 1,098.2 17T (15.3) 41.6 25 {195.5) 949.2
Equipment, cylinders, installations 14,132.2 218.6 . {218.2) 951.2 31.8 912.0 16,027.6
Total property, plant and equipment
in service 15,480.8 2374 {240.2} 1,001.3 34,3 7158.7 17,229.3
Canstruction In progress 488.6 693.6 34.4 20.6 {690.1) 5471
Total property, plant and equipment 15,969.4 an.o {240.2) 1,035.7 549 25.6 17,776.4
2006
Land 252.5 1.8 7.3) (15.8) 07 0.4 2323
Builgings 949.2 1186 (17.2) (42.4) 1.2 29.0 931.4
Equipment, cylinders, installations | 16,027.6 253.7 (276.6) {776.0) 19.0 556.2 15,803.9
Total property, plant and equipment
in service ‘ 17,229.3 267.1 (301.1) {834.2) 20.9 585.6 16,967.6
Construction in progress 5471 877.2 {29.9) 0.5 (622.6) 772.3
Total property, plant and equipment 17,776.4 1,144.3 (301.1}) (864.1) 21.4 (37.0) 17,739.9

(1) Other movements primarily include account reclassifications and changes in consolidation scope, notably in 2004, following the proportionate consolidation
of SOAEQ group subsidiaries in Singapore and Hong Kong, previcusly accounted for by the equity method.

(2) Assets acquired in a business combination in 2004 mainly correspond to the consolidation of Messer activities for which the impact on gross value
is 1,047.2 million guros.
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13.2. Depreciation and impairment losses

D As of Iﬁ'ipair- impair- Disposals Foreign Assets Other As of
[ . January 1 ment ment exchange  acquired movements December
L%l losses losses differences ina 31
z rermoved business
i combination
= In millions of euros
Ii: 2004
(j Buildings (490.7) (36.6) 15.6 111 1.4 (499.2)
<t Equipment, cylinders,
O installations (7,377.8) (790.1) 190.7 216.7 (158.8) (7,919.3)
é Total property, plant
Z and equipment depreciation  (7,868.5) {826.7) 206.3 2278 (1574) (8,418.5)
L Total property,
plant and equipment, net 6,548.7 3241 (74.4) {201.9) 1,062.0@ 1844 ™M 7,550.9
2005
Buildings {499.2) (36.0) 125 (24.2) 1.7 (1.7 (550.3)
Equipment, cyiinders,
installations (7.919.3) {810.3} (1.3) 177.9 {514.5) (10.6) 205  (9,057.6)
Total property, plant
and equipment depreciation  (8,418.5) (846.3) (1.3) 190.4 (538.7) {12.3) 188 (9,607.9)
Total property,
plant and equipment, net 7,550.9 84.7 (1.3} (49.8) 497.0 42.6 44.4 8,168.5
2006
Buildings {550.3) (36.4) 13.0 273 {9.4) {555.8)
Equipment, cylinders,
installations (3,057.6) (824.5) {3.6) 2347 450.9 7.7 (9.1924)
Total property, plant
and equipment depreciation  (9,607.9) {860.9) (3.6) 247.7 478.2 0.7 (9,748.2)
Total property
plant and equipment, net 8,168.5 283.5 (3.8) {53.4) (385.9) 213 {38.7) 7.99N.7

{1) Other moverments primarily include account reclassifications and changes in consolidation scope, notably in 2004, following the proportionate consofidation

of SOAEQ group subsidiaries in Singapara and Hong Kong, previously accounted for by the equity method.

(2) Assets acquired in a business combination in 2004 mainly correspond to the consoiidation of Messar activities for which the impact on gross value is
1,047.2 million euros.

The charge for the period corresponds to the increase in depreciation net of the decrease in investment grants.

Purchases of property, plant and equipment and intangible assets in the Statement of cash flows comespond to the increase in
property, plant and equipment and intangible assets adjusted for the change in the fixed assets suppliers’ balance during an
accounting period.

13.3. Finance leases

Air Liquide enters into lease agreements for the use cf certain industrial assets. The substance of a number of these agreements
satisfies the definition of a finance lease.

These agreements primarily include office and industrial buildings, vehicle trailers and other industrial equipment as well as
information technology hardware.
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The present value of minimum lease payments for leased assets is recorded in the balance sheet under Property, plant and
equipment. It breaks down as follows:

2004 2005 2006
Minimum Present value Minimum Present value Minimum Present value
lease of minimum lease of minimum lease of minimum
In millions of euros payment lease payment payment {ease payment payment payment
Less than 1 year : 31 24 38 a3 35 31
1 to 5 years 74 71 62 56 41 36
More than 5 years g 9 16 13 15 13
Total minimum lease payments 114 104 118 102 91 80
Less impact of discounting (fnance charge) (10) (14} ()
Present value of minimum lease payments 104 102 80

14 Non-current financial assets

In miltions of euros 2004 2005 2006

Available-for-sale financial assets  70.2 78.4 70.3
Loans 219 30.4 422
Other long-term receivables 168.1 174.9 121.8
Employee benefits -

prepaid expenses 10.4 6.3
Non-current financial assets 260.2 294.1 240.6

Available-for-sale financial asséts primarily consist of unlisted
and non-consolidated investrents, and in particular shares
ir Air Liguide Ventures mutual funds and capital contributions
to Group companies in the development phase, primarily in
Eastern Europe and, in 2005, the Midd!e East.

15] Investments in associates

15.1. Financial information

Group share Share Share
of equity

of profit
for the period

of associates
December 31, 2006

In millions of euros

France (1.2) 1.0
Europe (excluding France) 2.9 18.2
Americas 2.7 9.2
Asia — Pacific 217 108.6
Africa and Middle-East 7.0 34.4
Total 27.7 171.4

Group share Share Share
of associates of profit of equity
for the pericd

December 31, 2005

In millions of euros

France 6.3 35
Europe (excluding France) 30 15.3
Americas {0.2) 13.2
Asia - Pacific 19.9 103.5
Africa and Middle-East 7.5 30.6
Totat 36.5 166.1
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Consolidated financial statements

15.2. Movements during the year

A'Is of Share

January 1 of profit
for the
_ pericd

In millions of euros

2004 268.1 36.5

Dividend Foreign Other As of
distribution exchange movements December 31
differences

(30.5) 2.0 (69.2) 206.9
2005 206.9 36.5 (19.3) 15.8 (73.8) 166.1
2006 166.1 27.7 (25.0) a.n 10.3 171.4

Other movements primarily include changes in the scope of consolidation and, in particular:
win 2006, additional capital subscriptions of Group subsidiaries located in Canada and the Middle-East,
min 2005, the sale of Séchilienne-Sidec and the full consolidation of Group subsidiaries located in Hungary, Bulgaria and Paraguay,

previously accounted for by the equity method,

win 2004, the impact of the change in consolidation method for SOAEC group subsidiaries in Singapore and Hong Kong for

67.0 million euros.

15.3. Financial indicators of associates (100%)

Balance sheet

In millions of eures 2004 2:005 20b6

Total assets 798.4 961.8 g77.8
Equity 453.4 4€9.5 515.5
Net indebtedness 83.4 S0.4 91.4

2004 comparative information did not include IFRS restatemeants
performed with respect to Sechilienne-Sidec, which was sald
in July 2005. If the financial statements of Sechilienne-Sidec had
been restated, net indebtedness and total assets of com-
panies accounted for by the equity method, would have
increased by 327.3 million euros.

Income Statement

In millions of euros 2004 2:005 20:06
Revenue 563.2 6271 683.7
Profit for the period 80.8 232 72.6

Net indebtedness {Group share)

In millions of euros 2004 2005 2006
Net indebtedness 17.4 21.4 251
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16‘ Deferred tax

Movements in deferred tax assets and liabilities during the
period were as follows.

16.1. Deferred tax assets

In millions of euros 2004 2005 2006

As of January 1 350.0 395.4 411.9
Charge to profit for the period 27.0 43.2 5.1

Charge 1o equity for the periad 25.1 (3.3) (15.0)
Acquisitions/Disposals 69.8 0.2) (2.7)
Foreign exchange differences (3.8) 6.3 (10.9)
Other (N @ (72.7) (29.5) 13.8
As of December 31 395.4 411.9 402.2

(1) Includes, in particular, the offsetting of deferred tax assets and liabiities in
accordance with the accounting policies set forth on page 83 and amounts
to 123.3 million euros in 2005 and 97.6 milion euros in 2004.

{2) Other movements in 2005 are the result of account reclassifications
between current and deferred tax.




16.2. Deferred tax liabilities

in millions of euros 2004 2005 2006

As of January 1 7795 11158 11494
Charge to profit for the period 896 88.2 53.5
Charge to equity for the period  + 6.6 4.0 6.8
Acqguisitions/Disposals '360.3 {5.1) (1.7}
Foreign exchange differences ' (43.0) 93.7 75.1)
Other M@ 772 {(139.9) {2.4)
As of Decemnber 31 1,115.8 1,149.4 1,130.5

Consolidated financial statements

17

(1) Includes, in particular, the offsetting of deferred tax assets and liabilties in
accordance with the accounting policies set forth on page 83 and amounts
10 123.3 milion euros in 2005 and 87.6 million euros in 2004,

{2} Other movements in 2005 are the result of account reclassifications
between current and deferred tax. v

In 2006 and 20085, the impact of deferred tax relating to
acquisitions and disposals was not material. In 2004,
acquisitions/disposals include the activities acquired from
Messer.

As of December 31, 2006, unrecognized deferred tax assets
totaled 24.0 million euros compared with 26.2 million euros
as of December 31, 2005. Tha recovery of these taxes is
unlimited.

|
Deferred tax liabilities are mainly generated by differences
between tax and economic depreciation of assets. Deferred
tax assets mainly relate to provisions not immediately
deductible for tax purposes, and in particular employee
benefit provisions.

Inventories
In millions of euros 2004 2005 2006
Raw materials and supplies 158.8 170.1 171.8
Finished and semi-finished goods  406.0 4118 417.8
Work-in-progress 87.2 719 104.7
Net inventories §52.0 653.8 694.3
In miitigns of euros 2004 2005 2006
Write-down of inventories (22.6) (20.8) (22.7)
Reversals of write-down 17.7 24.3 20.7

Net Impairment losses 4.9 3.7 (2.0)

Trade receivables

18

In miltions of euros 2004 2005 2006
Trade and other

operating receivables 2.357.6 25195 2,594.6
Provisions for

doubtiu! receivables (91.0) {69.8) {103.9)
Trade receivables 2,266.6 2,429.7 2,490.7

1 9’ Other current assets

In millions of eurcs 2004 2005 2006
Acdvances and down-payments

made 471 571 72.9
Prepaid expenses 1008 102.5 66.8
Sundry other current assets 2341 270.0 218.7
Other current assets 3821 429.6 358.4

20

Cash and cash equivalents

In miltions of euros 2004 2005 2006
Short-term lcans 48.1 89.9 448
Short-term investments 397.0 173.8 418.8
Cash in bank 326.8 354.5 433.9

Cash and cash equivalents 7719 598.2 897.5

109 AR LIQUIDE

p]
$_
=
SN
=
o
<
W
-
<
O
=
<
Z
L




68
F_
=
L
=
I
<
W)
|
<
O
=
<
Z
Lt

Consolidated financial statements

21

21.1. Shares

Shareholders’ equity

Number of shares outstanding

2004 2005 2006
Number of shares
outstanding
as of fanuary 1 99,912,917 109,180,823 109,536,475
Share capital
increase 435,927
Allotment
of bonus shares 10,132,708 11,180,106
Options exercised
during the period 135,198 271,725 980,608
Cancellation
of treasury shares (1,000,000 (350,000} (550,000

Number of shares
outstanding

as of December 31 109,180,823 109,538,475 121,149,189

The shares have a par value of 11 euros each and are all
issued and fully paid-up.

21.2. Nature and purpose of reserves

a Translation reserves: Foreign exchange differences aris-
ing on the transtation into euros of foreign subsidiary finan-
cial statements are recorded in translation reserves. Fair value
variation on net investment hedges of foreign subsidiaries are
also recorded in this reserve.

w Net income recognized directly in equity: This reserve
records accumulated fair value movements in the effective
portion of cash flow hedge derivatives (transactions not yet
recognized in the accounts).

21.3. Treasury shares

Treasury shares consist of Air Liquide shares held by the
Group. As of December 31, 2008, the Group held 822,002
treasury shares (567,193 in 2005 and 1,376,249 in 2004).
This movement in the number of treasury shares is explained
on page 81 (consolideted statement of changes in equity).
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21.4. Share-based payments

Pursuant to authorizations of Shareholders’ Meetings and at
the recommendation of the Appointments and Remuneration
Committee, the Board of Directors, the Supervisory Board
and the Management Board have adopted, at Group leve!,
share subscription options plans for senior executives
{including executive directors) and key employees.

The purpose of these options is to motivate top-performing
key Company executives, retain the highest performing
executives and associate them with the medium and long-term
interests of shareholders.

In addition, for the Company’s 100th year celebration in 2002,
share subscription options were granted on an exceptional
basis to all Group employees worldwide, up to a maximum of
30 options each.

Share options are granted for a minimum unitary amount
equal to 100% of the average market price during the 20
trade days prior to the day they are granted. The maximum
exercise period is ten years for options granted before May 4,
2000, seven years for options granted between May 4, 2000
and April 8, 2004 and eight years for those granted since that
date. A very limited number of options have been granted
subject to the achievement of certain objectives within a
defined period.

Share options granted between September 24, 1997, and
May 12, 1999 can only be exercised after a five-year min-
imum term. Share options granted since May 12, 1999
can only be exercised after a four-year minimum term
from the date they were granted.




Share options granted during the last ten years

1897 1998 1948 2000 2001 2002 2002@ 2004 2004 2005 2006

Consolidated financial statements

Date of authorization

by the EGM 05/22/96 05/22/96 0512/99 05/04/00 05/04/00 04/30/02 04/30/02 04/30/02 05/12/04 05/12/04 05/12/04
Date of grant by the Board

of Diractors or

the Management Board 09/24/97 01/22/98 05/12/99 09/07/00 08/28/01 06/14/02 10/10/02 04/08/04 11/30/04 03/21/05 03/20/06
Total share

options granted 73000 20,000 264,300 702,900 59000 955,400 769,130 500,000 35385 428,000 444,000
including to officers and directors 20,000 44,000 70,000 75,000 60 57,000 15,000 70,000 90,000

including to top ten executives
receiving the highest

5800 112,000 300 77000 12325 61,800 62,000

2 481 31,012 448 38 520 500

08/28/05 06/14/06 10/11/06 04/08/08 11/30/08 0&/21/09 03/2010
08/27/08 0BM3/08 101008 D407 11/29/12 03720113 03719712
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155.00 168,00 12800  139.00 131.00 13800 188.00

11386 12341 10578 11487  119.08 12545  152.73

number of options 55,000 46,000 83500
Number of recipients 16 1 122 N
Exercise pericd

start date 09/24/02 M/22/03 05/12/04 09/07/04
Expiration date 09/23/07 01/21/08  06/11/09  09/0B/07
Strike price {in euros) 14025 14025 14800 142,00
Strike price

as of 12/31/06 0 83.10 98.81 104,32
Total share options '

granied adjusted

as of 12/31/06 (1 92,763 24,799 378920 921,005
Total share options

subscribed as of 12/31/06 (" 9,673 122,268 479,979
Total share

options cancelled

as of 12/31/06 0@ 83000 24799 22777 67567
Total share

options remaining

as of 12/31/06 M 233875 373,459

7466 1,301,305 940,958 604,794 38,835 470,643 488,400

4,766 221,262 346,120 1,187 & 881 @

2700 59,089 52291 17,519 780 6,161 7,865

1020954 542547 586094 38,075 463,601 480535

(1) Adjusted to take into account share capital increases through bonus share allocations {2006, 2004, 2002, 2000, 1998).
(2) Exceptional plan approved in 2002, for the Company's 100th vear celebration and involving all Group employees who met certain conditions, including seniority.

Plan limited to a maximum of 30 share options per beneficiary.

(3) Loss of exercise rights and, for 1997 and 1898, failure to achieve three-year net earnings per share performance targets.

{4) Early exercise of rights provided for In the share options plans.

In 2006, 980,808 share options were exercised at an average
strike price of 107.93 eurcs,

The total number of adjusted share options, granted by the
Board of Directors, the Supervisory Board, and the
Management Board under the plans authorized by
Shareholders’ Meetings, but not exercised as of December
31, 2008, amounts to 3,739,140 options, or 3.09% of the
share capital (average strike price of 120.04 euros), of which
797,499 (average strike price of 124.34 eurcs) have been
granted to General Management.

As of December 31, 2008, out of the total number of shares
authorized by the Shareholders' Meeting, 2,727,090 options
have not been granted by the Board of Directors.

Options granted to the ten employees of the Company
and its subsidiaries (excluding officers and directors) with
the highest number of options granted

In 2008, 68,200 options were granted to the ten employees
of the Company and its subsidiaries (excluding officers and
directors) who received the highest number of options.
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Options exercised in 2006 by the ten employees of the
Company and its subsidiaries (excluding officers and

Options exercised in 2005 by the ten employees of the
Company and its subsidiaries {excluding officers and

directors) with the highest number of options exercised directors) with the highest number of options exercised

Year of Number of ' Average price Year of Number of Average price
grant options subscribed {in eurps) grant options subscribed (in euros)
1996 2,000 82.29 1997 3,506 91.41
1999 12,030 102.37 1999 21,249 108.69
2000 54,715 107.39 2000 31,938 114.75
2002 45,485 123.41 Total 56,693 111.04
Total 114,230 112.78

Number of share subscription options and weighted average strike price

2004 2005 2008
Options Weighted Options

Weighted Options Weighted
average average average
sirike price strike price strike price
{in euros) (in euros) {in euros}

- FINANCIAL STATEMENTS

Total number of options outstanding

as of January 1 (at the historical rate adjusted
for the impact of allocations since

the creation of each plan) 3,097,265 130,56

3,775,531 121,41 3,890,822 124.21

Options granted during the period {at the historical

rate as of the date the plan was set up) 585,306 126.64 428,000 138.00 444,000 168.00

Options exercised during the pericd (at the historical

rate in effect on each exercise date} 133,209 82.61 271,725 106.50 980,608 107.83

Options cancelled during the period (at the historical
rate in effect on each cancellation date) 60,845 124.26 44,899 126.40 24,119 139.87

Total number of options as of December 31
(at the historical rate adjusted for the impact
of allocations since the creation

of each plan} 3775531 @ 12141
1,256,350 109.16
4,153,084 110.37

1,381,985 99.24

3,890,822 @ 12421

992,640 110.06
4,275,598 112.92
1,091,904 100.05

3,739,140 @ 120.04
2,170,835 113.07
3,739,140 120.04
2,170,835 113.07

Total number of options eligible for axercise

Total number of options as of December 31 {1}
Total number of options eligible for exercise (¥

(1) Overall adjustment by adding 10% to the total number of options remaining at the end of 2004 and 2005 for the impact of the bonus share allocation on June
12, 2006 (1 additional option for 10 previously granted options).

(2) The difference between the number of options not axercised as of December 31 and the number at January 1 (the latter adjusted for the movements indicated in
the table) cormesponds 10 the expired options and the overall impact, on the date of realization.
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Fair value of share subscription options

The Group grants share optioné to management and certain
employees. In accordance with [FRS2, share options are
measured at fair value at the grant date. The fair value is
estimated using the binomial mathematical valuation model.

Valuations are based on the following primary underlying
assumptions:

- volatility: implicit,

— risk-free interest rate: five-year swap benchmark rate on the
plan issue date,

- dividend growth rate: based on the average annual growth
rate observed in the past,

—employee turnover: that of individuals belonging to the same
age group as the plan beneficiaries. This turnover rate is used
to reflect theoretically the options which will not be exercised
due to the resignation of the beneficiaries.

2004 2005 2006

Plan 1 Plan 2 Plan 1 Pian 1
04/08/2004 11/30/2004 03/21/2005 03/20/2006

Option life 5.5 years 5.5 years 6 years B years
Fair value of '
the option (in eurps)  26.9 241 23.1 334

The expense recognized for share subscription option plans
only includes those plans granted after November 7, 2002,
which had not vested as of January 1, 2004.

An expense of 8.8 million euros was recognized in the Income
statement in 2006 (5.4 million euros in 2005 and 2.5 million
euros in 2004), offset through equity.

Consolidated financial statements

Group savings plan

On July 22, 2005, the Board of Directors authorized a Group
Savings Plan in France and a Foreign Group Savings Plan.

The subscription price was set at 113 euros, consisting of a
par vatue of 11 euros and additional paid-in capital of 102
eures,

435,927 Air Liquide shares were subscribed, representing a
total share issue of 49.5 million euros, including additional
paid-in capital of 44.7 million eurcs.

The Group savings plans were expensed in the Income
Statement and valued in accordance with IFRS2, based on
the following assumptions:

— subscription period of one month,

- shares blocked for a pericd of five years from the end of the
subscription period in accordance with French law,

The expense recorded takes into account the five-year period
during which shares are blocked and cannot be sold,

An expense of 8.8 million euros was recognized in 2005
for the savings plan pursuant to IFRS2 and the discount,
plus additionnal contributions of 2.0 million euros granted
by certain Group subsidiaries. This expense is recarded in
*Other non-recurring operating expenses.”

22‘ Provisions and employee benefit commitments

As of Charge Utilized Other Discount- Foreign Qther As of
January 1 reversals ing exchange movements December
In millions of euros differences 31
2004
Pensions and other
employes benefits ) 1,077.4 38.3 (93.9} 52.2 6.9 2128 1,279.9
Restructuring plans 23.7 123.9 (13.1) 3.4 137.9
Guarantees 35.2 46.5 (27.2) (0.6) 3.7 57.6
Dismantling 80.0 1.2 (1.5) 1.6 B1.3
Cther provisions @ 292.0 51.9 (82.4} (2.4) (18.3) 242.8
Total Provisions 1,608.3 260.6 {216.6) 53.4 {11.4) 206.2 1,79%.5

(1) See Nota 23. employee benefit commitments.
(2) including provisions for tax and industrial litigation.
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As of Utitized Other Discount- Foreign Other As of
FELDE reversals ing exchange movements December
In millions of euros differences 3
2005
Pensions and other
employee benefits 1 1,279.9 34.5 (111.0} 516 228 (9.6} 1,2668.2
Restructuring plans 137.9 411 (69.7) (5.5 0.4 8.7 955
Guarantees 57.6 347 (24.5) (0.5) 1.3 1.2 69.8
Dismantling 81.3 (0.1) ©.4) 1.5 3.6 333 119.2
Other provisions @ 242.8 30.2 {40.4) (16.8} 11.0 247 2515
Total Provisions 1,799.5 140.5 (245.7) (23.2) 531 39.1 40.9 1,804.2
2006
Pensions and other
employee benefits (1) 1,268.2 39.7 {124.3) 47.0 (21.5) 5.0 1,214.1
Restructuring plans 95.5 6.7 (48.9) (5.8) {0.4) 43 51.4
Guarantees 69.8 35.0 {46.9) (10.4) (1.4} 0.5 46.6
Dismantling 118.2 (1.5 28 8.0 28 120.3
Cther provisions @ 2515 27.8 (37.5} (15.9) (5.9) (24.4} 185.6
Total Provisions 1,804.2 109.2 (259.1) (32.1} 49.8 (32.2) (11.8) 1,628.0

{1) See Note 23, employee benefit commitments.
{2) Including provisions for tax and industrial kigation.

Other movements consist of account reclassifications,
changes in consolidation scope and the recognition of disman-
tling provisions, and did not impact the Statement of cash
flows.

In 2006, significant movements in provisions, other than provi-
sions for pensions and other employee benefits, primarily
include:

s charges to provisions and reversals, warranty provisions relat-
ing to the Engineering activity.
m utilizations:

- provisions to cover the expenses for reorganizing the
activities acquired from Messer,

- provisions to cover the costs incurred following the degision
to change the organization of Industrial Merchant in certain
European countries,

— provisions for contingencies regarding the implementation
of advanced technologies to cover the definitive loss related
to the corresponding contract. This provision was recognized
in 2004,
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Significant movements in 2006 include movements in restruc-
turing provisions (mainly utilization of provisions recognized
in 2004 on the acquisition of Messer activities, charges rec-
ognized in 2005 following the decision to change the organi-
zational structure of Industrial Merchant activities in certain
European countries), as well as the warranty provisions relating
to the Engineering/Construction activity.

The integration of Messer activities in Germany, the United
Kingdom and the United States at the end of 2004 generated
the following movements:

n209.2 milfion euros in pensions and other employee benefits.

m 184.4 million euros in Other provisions, including 107.1
million euros with respect to restructuring provisions.

Moreover, investment grants and long-term deferred income
as well as employee profit-sharing were reclassified in other
non-current liabilities in the amount of 78.1 million euros
in 2005.
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23.1. Pension plans

Employee benefit commitments

The Group provides its employees with various pension plans,
termination benefits, jubilee and other post-employment
benefits for boih active employees and retirees. These plans
vary according {o laws and régulations applicable in sach
country as well as specific rules in each subsidiary.

These benefits are covered in two ways:
m by so-called defined contribution plans,
» by so-called defined benefit plans.

Air Liguide and some of its Franch subsidiaries grant retirees
and certain active employees’ additional benefits beyond the
normal pension plans. These benefits and plans are all based
on the employee’s final salary. The supplementary plans are
now closed. The annual amount paid with respect to these
plans cannot exceed a percentage of payroll or, in certain
cases, of the pre-tax profit for the relevant companies.

IAS19 - Employee Benefits, characterizes defined contribu-
tion plans very precisely and restrictively and indicates that
any plan not complying fully with the conditions imposed is a
defined benefit plan by default.

The restricted definition given to defined benefit plans reguires
Air Liquide to state the retirement supplement as a defined
benefit plan (DB), despite the existence of certain limits that
restrict the Company’s obligations and the fact that the
cbligations are not of a stable and continuous nature.

This gualification as a defined benefit plan rasults in the
recognition of a provision against future obligations,

The existence of limits on these obligations creates uncertainty
in the valuation of amounts that will actually be paid to retirees.
Coensidering the difficulty in quantifying the impact of the
limits, the provision recorded corresponds to the actuarial
value of the amounts to be paid out to retirees until the plan
disappears, excluding the impact of these limits.

Consolidated financial statements

23.2. Determination of assumptions
and actuarial methods

Benefits are reqularly valued by actuaries. These valuations are
performed individually for each plan in accordance with IFRS,

The actuarial method used is the projected unit credit method
taking into account final salary.

Actuarial gains and losses exceeding the greater of 10% of
the obligations or 10% of the fair value of plan assets at the
beginning of the reporting period are amortized on the
expected average working lives of the plan participants.

The actuarial assumptions {turnover, mortality, refirement age,
and salary increase) vary according to demographic and eco-
nomic ¢conditions in each country in which the plans are in force.

The discount rates used to determine the obligation are based
on Government bonds or High-Quality corporate bonds,
when the financial markets are sufficiently liquid, with the same
duration as the obligations at the valuation date.

The expected return on long-term assets is determined by
taking into account, in gach country, the asset aliocation in
the portfalio.
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23.3. Obligations

Group obligations with respect to pension plans and similar benefits are shown below as of December 31, 2006:

W

[

= DB plan Retirement Jubilees Medical

LL} termination plan

E In millions of euros payments

E A. Change in net liabilities

|<E Net lizbilities at the beginning of the period (1,107.6} (99.1) (13.6) (47.9) {1,268.2)

(j Acquisition / transfer (3.1 {0.1) {0.9) (1.0) 5.1}

<_£ Expanse (income) recognized {71.8) (10.3) (1.3} (3.3) (86.7)

(2) Employer contributions 111.0 9.3 1.1 2.9 124.3

<f Change in surplus management reserve 0.1 0.1

% Exchange rate movements 16.3 0.1 01 50 21.5
Net liabilities at the end of the period {1,055.1) (100.1) (14.6) {44.3) (1,214.9)
B. Expense recorded in 2006
Service cost 38.9 6.5 0.9 1.3 47.6
Interest cost 80.4 4.3 0.5 25 87.7
Expected return on plan assets (45.9) 0.1} {(46.0)
Amortization of past service costs - bensfits vested 0.2 {0.4} 0.1 0.1} {0.2)
Amortization of actuarial losses (gains) (5.0 02 {0.2) {0.4} (5.4)
Curtailment (2.1) 0.2 (2.3)
Settlement
Acquisition / divestiture 53 5.3
Expense {income) recognized 71.8 10.3 1.3 a3 86.7
C. Change in present value of obligations in 2006 (DB)
DBO at the beginning of the period 2,026.7 99.8 13.8 50.0 2,190.1
Service cost 389 6.5 0.9 1.3 478
Interest cost 80.4 4.3 05 25 87.7
Employee contributions 26 28
Plan amendments 5.7 57
Curtailment / settlement (2.2 0.2 2.4)
Acquisition / divestiture / merger (2.4) 1.5 1.0 0.5 0.6
Benefit payments {90.2) (9.8} (1.1} (2.9) (104.0)
Actuarial gains (losses) (46.4) (1.5} 0.2 (0.8) {48.9)
Exchange rate movements {73.1) 0.2y 0.1} (4.8) (78.2)
DBO at the end of the period 1,940.0 100.4 14.6 45.8 21008
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Retirement Jubilees Medical
termination plan
In millions of euros payments g
D. Change in plan assets in 2006 prd
Fair value of assets at the beginning of the period 775.4 2.1 7775 Léj
Acquisitions / divestitures 0.2 0.2 i
Actual return on plan assets 40.0 0.5 40.5 E
Employer contributions 111.0 2.3 11 29 124.3 w
Employee contributions 26 2.6 3:’
Benefit payments (100.3) (9.8) (1.1} 2.9 {114.1) 5
Exchange rate moverments {48.0) {48.0) Z
Fair value of assets at the end of the period 780.7 23 783.0 <ZJ:
E. Funded status at the end of 2006 I
Present value of obligations (1,940.0) {100.4) {14.6} {45.8) (2,100.8)
Fair value of plan assets 780.7 23 783.0
Loss / surplus {1,159.3) {88.1) (14.6) (45.8) (1.317.8)
Unrecognized actuarial gains {losses) 98.7 2.8 1.8 103.3
Unrecognized past service cost 10.7 4.8) 0.3 5.6
Surplus management reserve 5.2) 5.2
Net liability ' {1,055.1) (100.1) (14.6) (44.3) {(1,214.1)

Group obligations with respect to pension plans and similar benefits are shown below as of December 31, 2005:

DB pian Retirement Jubilees Medical
termination plan

In millions of euros payments
A. Change in net liabilities
Net liabilities at the beginning of the period (1,127.0) 97.9) (13.2) (41.8) (1,279.9)
Acquisition / transfer 9.6 9.6
Expense {income} recognized (71.4) ©.7) (1.5 (3.5 (86.1)
Employer contributions 98.3 87 1.1 2.9 111.0
Exchange rate movements (17.1) 0.2 (5.5) (22.8)
Net liabilities at the end of the period {1,107.6) {99.1) (13.8) (47.9) {1,268.2)
B. Expense recorded in 2005
Service cost 328 57 . 0.9 1.1 40.5
Interest cost 80.2 48 0.6 26 88.0
Expected return on plan assets {36.3) 0.1 (36.4)
Amortization of past service costs - benefits vasted 0.1 0.1 0.2
Amortization of past service costs - benefits not vested 1.3 (0.4) 0.1} 08
Amortization of actuarial losses {gains) (1.4) 0.1} 0.1} {1.6)
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Retirement Jubilees Medical

termination plan

s millions of euros payments
;U—j Curtailment 5.9 0.3) 6.2}
,:_‘T——.J Settlement 0.6 0.2 0.8
= Expense (income) recognized 7.4 9.7 15 as 86.1
E C. Change in present value of obligations in 2005 (DB)
S DBO at the beginning of the period 1,766.6 93.2 13.2 39.9 1,912.9
U:: Service cost 328 5.7 0.9 1.1 40.5
g Interest cost 80.2 4.6 0.6 26 88.0
O Employee contributions 25 25
é Plan amendments 6.5 01 6.6
% Curtailment / setilement (5.3) ©.1) (5.4)
Acquisition / divestiture / merger 3.1 31
Benefit payments (104.7) 8.2) (1.1} (2.9 {116.9)
Actuarial gains (losses) 158.0 4.5 0.2) 3.8 166.1
Exchange rate movements 87.0 0.1 0.1 55 g2.7
DBO at the end of the period 2,026.7 99.8 136 50.0 2,190.1
D. Change in plan assets in 2005
Fair value of assets at the beginning of the period 650.2 1.7 651.9
Acquisitions / divestitures 3.3 33
Actual return on plan assets 62.5 825
Employer contributions 4.8 8.4 1.1 29 107.2
Employese contributions 2.5 2.5
I Benefit payments (93.4) 8.0 (.1 2.9) (105.4)
Exchange rate movements 55.5 85.5
Fair value of assets at the end of the period 7754 21 : 777.5
E. Funded status at the end of 2005
Present value of obligations {2,026.7) (99.8} {13.6) (50.0) (2,190.1)
Fair value of plan assets 7754 2.1 777.5
Loss / surplus (1,251.3) (97.7) {(13.6} (50.00 {(1,412.6)
Unrecognized actuarial gains {losses) 138.4 38 2.5 144.7
Unrecognized past service cost 5.3 (5.2 0.4 {0.3)
Net liability (1,107.6) (99.1) (13.6) (47.9) (1,268.2)
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The above amounts break down as follows by geographical area as of December 31, 2006:

Commitmenis DBO Plan Provisions in the Cver/(Under)
In millions of euras as of December 31, 2006 assets balance sheet funding
Europe {1,457) 326 (1,068) {83)
Americas (565) 409 {103} (53}
Asia-Pacific 79) 48 (43} 12
Total (2,101) 783 (1.214) {104)

The above amounts break down as follows by geographical area as of December 31, 2005:

Commitments DBO Ptan Provisions in the Overf{Under)
in millions of eurcs as of December 31, 2005 assets balance sheet tuncing
Europe (1.487) 313 (1,067) {107)
Americas (603) 405 (142) {56}
Asia-Pacific (100) 59 (59) 18
Total (2,190} 77 (1,268) {145)

23.4. Main assumptions
The main discount rates used are as follows: Expected returns on plan assets are as follows:
2004 2005 2066 2004 2005 2006
Euro zone 4.75% | 4.00% — 4.25% 4.50% Euro zone 3.00%-5.50% | 3.75%-6.00% 3.75%-4.50%
Canada 6.00% 5.25% 5.00% Canada 7.40% 7.40% 7.40%
Japan 1.70% 1.70% 2.00% Japan 224%-3.70% | 2.24%-3.70% 2.24%-3.70%
Switzerand 3.00% 2.75% - 3.25% 2.75% Switzertand 3.30%~4.50% | 3.83%-4.50% 4.50%
United States 6.00% 5.50% 5.75% United States 8.00% 8.00% 8.00%
United Kingdom 5.25% 4.70% 5.00% United Kingdom 6.95% 7.40% 7.30%
Austratia 6.00% 5.40% 5.50% Australia 7.76% 6.30% 6.30%

Asset allocations break down as follows:

2004

Euro zone 31.77% 34.61% 2.64% 24.50% 6.47%
United States — Canada 61.94% 37.66% 0.38% 0.00% 0.02%
Japan 52.16% 15.14% 6.00% 0.00% 26.71%
2005

Euro zone 34.89% 32.45% 2.52% 22.81% 7.32%
United States -~ Canada 60.00% 40.00% 0.00% 0.00% 0.00%
Japan 57.50% 35.00% 0.00% 0.00% 7.50%
2006

Euro zone 40.88% 30.75% 3.71% 21.08% 3.58%
United States — Ganada 61.31% 38.69% 0.00% 0.00% 0.00%
Japan 60.00% 32.00% 8.00% 0.00% 0.00%
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23.5. Actuarial gains and losses break down as follows: 23.6. Impact of medical inflation on the obligation
(0] In millions of euros 2004 2005 2006 . OBOM  Inflation Inflation
E Present value of the defined — 12’3:j2005} 1% -1%
w benefit obligation 1913 2190 2101 (in millions of euros
E Fair value of assets 652 778 783 North America 38  283%  -269%
= Funded status 1,261 1412 1,318 EuraperAfrica 100 325%  -3.25%
= . ; Asia - - -
0 Experience gains and losses
N on present value of DBO M {13) 44 39 {1) DBQ: Defined Benefit Obligation.
< Other gains and losses
O on present value of DBO M 27 122 (88)
<Z£ Experience gains and losses
= on fair value of plan assets 8) {26) 6
TN

{1} DBO: Defined Benefit Obligation.

24 Borrowings

This note provides information concerning the breakdown of the Group’s borrowings by instrument. For further information on
financial instruments and foreign exchange and interest rate risk exposure, please see Note 27.

The Air Liquide group net indebtedness breaks down as follows:

2004 2005 2006
Carrying amount Carrying amount Carrying amount

in millions of euros Total Non-current Current Total Non-current Current Total
Bonds 1,812.0 19127 251 19378 1,649.6 214.9 1,864.5
Private placements 751.0 804.4 6.1 8105 622.0 134.5 756.5
Commercial paper programs 1,379.0 775.0 775.0 774 .1 7741
Bank debt 551.6 255.0 340.0 595.0 421.3 276.7 698.0
Finance leases () 103.5 69.8 32.6 102.4 487 30.8 79.5
Put options of minority interests 131.0 161.5 13.9 175.4 159.2 1.7 170.9
Total borrowings (A) 4,828.1 3,978.4 4177  4,396.1 3,674.9 668.6 4,343.5
Loans maturing in less than one year 48.1 £59.9 69.9 448 44.8
Short-term marketable securities 397.0 173.8 173.8 418.8 418.8
Cash in bank 326.8 354.5 354.5 433.9 433.9
Total cash and cash equivalents (B} 771.9 5§98.2 598.2 897.5 897.5
Derivative instruments {assets) @ {43.7} (58.1) (58.1)

Derivative instruments (iabilities) & 0.6 0.6
Total derivative instruments

relating to borrowings (C) (43.7) (58.1) {58.1) 0.6 0.6
Net indebtedness (A) - (B) + (C} 4,012.5 3,920.3 (180.5) 3,739.8 3,675.5 (228.9) 3,446.6

{1} See Note 13.3 on finance leases.
(2} Falr market value of derivative instruments hedging fixed-rate debt.
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In accordance with the Group’s policy to diversify funding sources, debt is divided into several types of instruments (capital
markets and bank debts). Long-term bonds in the form of Euro Medium Term Notes (EMTNs} and private placements are the
primary funding sources and represent 60% of gross debt.

The carrying amount of borrowings in the balance sheet is detalled in the following manner, the issue amount being adjusted by

the amortized cost and fair value adjustrments:

In millions of euros

Currency

2004
Carrying
amount

2005
Carrying
amount

Issuance

amount cost adjust-

(@)

ments

2006

Amortized Fair value

adjust-
menis

]

{c}

Carrying
amount
{a) + (b)

+{c}

]
}.——
=
LLJ
=
@
<
)
o
<
@]
prd
<L
=
T

Air Liquide bonds {employee savings) EUR 39.0 45.8 47.2 1.3 48.5
EMTNs EUR 1,873.0 1,892.0 1,800.0 135 25 1,816.0
Total bonds 1,912.0 1,937.8 1,847.2 14.8 25 1,864.5
Private placements EUR 314.0 309.1 300.0 8.0 (1.9} 3041
Private placements uUso 437.0 501.4 4442 8.2 452.4
Total private placements 751.0 810.5 744.2 14.2 1.9 756.5
Commercial paper programs EUR and USD 1,379.0 775.0 775.0 0.9 7741
Bank debt 551.6 595.0 694.5 35 698.0
Finance ieases {1 103.5 102.4 795 79.5
Put options of minority interasts 1310 1754 1709 170.9
Long-term borrowings 4,828.1 4,396.1 4,311.3 36 0.6 4,343.5

(1) See Note 13.3 on finance leases.
(b} Amortized cost including accrued interest,
(¢} Fixed rate debt fair market value,

24.1. Maturity of borrowings:

Nominal Carrying Maturity
amount  amount On < 1year 1to 5 years > & years
demand

In millions of euros 2010 2001 2014 2015
Bonds 1,847.2 1,864.5 214.9 53 3.7 5182 3058 311.4  B05.A
Private placements 7442 756.5 1345 645 2709 759 2107
Commercial paper
programs (1) 7750 7741 7741
Bank debt 6945 698.0 276.7 422 1699 36.3 33.9 29.8 321 232 133 40.6
Finance leases® 79.5 79.5 308 19.0 6.0 4.1 2.8 2.2 1.9 1.8 1.5 9.4
Put options of
minority interests 1709 1709 13286 11.7 13.2 13.4
Total borrowings 4,311.3 43435 1326 6686 144.2 4639 5586 4185 1,0168 | 3454 5301 14.8 50.0

(1) The maturity date for commercial paper outstanding coincides with that of confirmed lines of credit (iquidity guarantee).

(2) See Note 13.3 on finance leases.
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Nominal Carrying Maturity
amount amount On <1year 1t0 5 years

demand

> 5 years

In millions of euros 2007 2008 2009 2010 20m 202 2013 2014 >2014

Bonds 1,844.8 1,937.8 251 2074 213 24 5160 3146 316.3 5347

Private placements 801.4 8105 6.1 1502 57.0 2952 B4g | 217.2

Commercial paper

programst! 775.0 775.0 775.0

Bank debt 595.0 585.0 3400 691 150 1354 14 7.0 31 0.8 10.5

Finance leasesi? 1024 1024 326 285 171 4.2 3.2 36 1.3 1.2 1.0 9.7
Put options of minority

interests 1754 175.4| 1349 139 13.2 134

Total borrowings 4,204.0 4,396.1| 1349 417.7 4552 1236 4506 5333 4100 9966 3183 546.2 9.7

Nominal { Maturity
amount On < 1year 1to 5 years

» 5 years

demand
In millions of euros 2 006 2007 2008 2009 2010 201 2012 2013 2013

Bonds 1,839.0 1,912.0 208 210.1 19.4 5156 312.3 3094 524586
Private placerments 7471 7510 13.7 52 13041 56.0 269.2 73.4 2034

Commercial paper

programsf! 1,379.0 1,379.0 375.0 1,004.0

Bank debt 551.6 ©561.6 2727 634 250 370 1323 8.3 55 19 55
Finance leases @ 1035 1035 243 286 265 133 2.1 19 1.1 1.0 1.0 a7
Put options of minority

interests 1310 131.0] 1310

Total borrowings 4751.2 4,828.1| 1310 331.3 972 7667 1257 1,4076 §5258| 3923 2063 3104 5338

{1) The maturity date for commercial paper outstanding coincides with that of confirmed lines of cradit {liquidity guarantee).
(2) See Note 13.3 on finance leases.

It is Group policy to spread over time the maturity of long-term debt (bonds, private placements and bank debt) in order to avoid
concentration of annual refinancing needs. In the table above, the maturity date of commercial paper outstanding corresponds
to that of the confirmed credit lines backing up the short commercial paper program. At the 2006 year-end, the 2012 maturity
corresponds to the term of the syndicated loan extended in July 2005. It is Group policy to renew confirmed long-term credit

lines at least one year before maturity.
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24.2. Net indebtedness by currency

Consolidated financial statements

The Group provides a natural hedge and reduces its exposure to currency fluctuations by raising debt in the currency of the
cash flows that are generated 1o repay the debt, In countries outside the euro, U.S. dollar and Japanese yen zones, financing is
raised in either local or foreign currency (EUR or USD) when sales contracts are indexed in foreign currency.

As part of intra-group multi-currency financing, the Central Treasury Department converts the debt raised in financial markets
into various currencies to refinance subsidiaries in their functional currencies. The breakdown of this hedging portfolio is shown
in the table below:

Gross debt - Cash Currency Net Non -
original issue and swaps indebteness current
cash adjusted assets
equivalents

In milions of eurcs
EUR ) 33154 {805.3) (240.8) 2,469.3 6,454.2
usD 485.3 (24.7) 219.1 679.7 2,246.4
JPY 200.7 (23.7) 177.0 £593.6
CAD (46.2) 106.7 60.5 381.6
Other currencies . 342.7 (197.6) {85.0 60.1 2,112.0
Total 4,344.1 {897.5) 3,446.6 11,787.8

A portion of the eurc debt raised {240.8 million euros) was converted to other currencies to refinance foreign subsidiaries. For
example, of the Group's U.S. dollar gross debt of 704.4 million (679.7 million of net debt plus 24.7 million of cash), 485.3 million
euros were raised directly in U.S. dollars and 218.1 million were raised in euros and converted to U.S. dollars using currency
swap contracts.

Gross debt - Cash Currency Net Non -
original issue and swaps indebteness current
cash adjusted assets
equivalents

In millions of euros
EUR 3,300.4 (330.2) (346.7} 28235 6,349.2
usD 5156.0 {64.9) 334.2 784.3 2,534.8
JPY 212.4 (18.5) 1939 644.0
CAD {14.6) 80.5 65.9 436.5
Other currencies ) 310.2 (170.0) (68.0) 72.2 2,108.2
Tota! ‘ 4,338.0 {598.2) 3,739.8 12,072.7

Gross debt - Cash Currency Net Non -
original issue and swaps indebteness current
cash adjusted assets
equivalents

In miltions of euros
EUR 3,881.1 (630.5) (409.2) 2,941.4 6,319.3
UsD 522.0 (63.9) 300.4 758.5 2,244.2
JPY 176.1 {12.5) 58.0 221.6 656.3
CAD 8.0 9.2) 8586 94.4 368.2
Other currencies . 197.2 (155.8) (44.8) (3.4 1,693.2
Total 4,784.4 (771.9) 40125 11,281.2
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Consolidated financial statements

24.3. Fixed-rate portion of total debt

in % of total debt 2004 2005 2006
EUR debt Portion of fixed-rate debt 55% 48% 60%
Additional optional hedges (" 33% 31% 30%
USD debt Portion of fixed-rate debt 88% 88% 89%
Additional optionat hedges 4% 6% 0%
JPY debt Portion of fixed-rate debt 60% 70% 72%
Additional optional hedges 0% 0% 0%
Total debt Portion of fixed-rate debt 61% 57% 68%
Additional optional hedges (¥ 23% 22% 21%

{1) Optional hedges consist of eaps, which enable a maximum interest rate to be set in advance, while profiting from short-term interest rates, in retumn for a
premiun payment.

As of December 31, 2008, fixed-rate debt represents 68% of the gross debt adjusted for outstanding short-term investments.
Taking into account optional hedges, the portion of debt hedged (fixed rate + optional hedges) is 89%.

24.4. Breakdown of cost of debt

2005 2006

Average Net Cost of net Average Net Cost of
In millions of eurcs outstanding debt interest debt putstanding debt interest net debt

EUR 2,726 113.7 4.2% 2,461.1 109.7 4.5%
Ush 745.2 36.9 5.0% 738.7 379 51%
JPY 2379 3.7 1.6% 1801 33 1.7%
Other currencies 143.4 7.7 5.4% 198.5 12.6 6.3%
Other charges 6.3 1.3
Fees related to borrowings 0.7 1.4
Capitalized interast () (5.9 (10.8)
Total 3,852.6 163.1 4.4 % 3,589.4 155.4 4.6%

(1) Capitalized interest excluded from cost of debt by currency.

The decrease in average outstanding net debt and net interest expenses is due to the Group's debt reduction in 2006.

The average cost of debt rose slightly in 2006 versus 2005, in a context of higher short-term euro and dollar interest rates (main
debt currencies of the Group). Accordingly, the euribor, the benchmark rate for eurc borrowings, increased from an average of
2.1% in 2005 to an average of 2.9% in 2006. The impact of these higher interest rates was contained by the interest rate
hedges set up (see previous table “Fixed-rate portion of total delbt”}.

The US private placements subscribed by American Air Liquide Inc. (501 million USD at December 31, 2005) and a bank loan
contracted by Japan Air Gases (20 billion yen at December 31, 2005) include financial covenants that have been met at December
31, 2006.

Furthermore, at December 31, 2008, a portion of borrowings was guaranteed by assets valued at 54.8 million euros (42.4 million
euros at Decemnber 31, 2005).
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24.5. Put options of minority: interests

In millions of euros 2004 2005 2008
Put options of minority

interests 1310 175.4 1708

At the end of 2005, the increase in the value of put options
on minority interests is primarily due to the valuation of exist-
ing options in South African and Egyptian subsidiaries.

24.6. Other information

As indicated in Note 15.3 to the consolidated financial state-
ments, Air Liquide's share in the debt of equity associates as
of December 31, 20086, in the normal course of business, is
25.1 million euros, compared to 21.4 million euros at
December 31, 2005 and 17.4 million euros at December 31,
2004, excluding the IFRS impact related to Séchilienne-Sidec.
Furthermore, non-recourse factoring of receivables represents
66.0 miillion euros in 2006, compared to 84.3 million euros in
2005 and 74.5 million euros in 2004, These elements do not
represent risks or financial commitments for the Group.

Consolidaied financial statements

25‘ Other liabilities (non-current / current)

25.1. Other non-current liabilities

In millions of euros 2004 2005 2006
Investment grants 65.4 63.8 61.1
Advances and deposits

received from customers 113.8 95.9 86.9
Other non-current liabilities 9.1) 7.6 12.0
Tota! other non-current liabilities  170.1 167.3 160.0

25.2. Other current liabilities
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In millions of euros 2004 2005 2006
Advances received 95.7 579 120.7
Advances and deposits

received from customers 116.5 91.1 86.7
Other payables 308.5 368.0 319.4
Accruals and deferred income 526.7 494.1 439.0
Total other current liabilities  1,047.4 1,011.1 965.8

26

Trade payables
In millions of euros 2004 2005 2006
Operating suppliers 1,020.2 1,225.8 1,216.9
Property, plant and
aquipment suppliers 57.3 54.9 113.9
Total trade payables 1,077.5 1,280.7 1,330.8
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27‘ Financial instruments

o

|_

=

% 27.1. Carrying amount and fair value of financial assets and liabilities

L The onty financial assets or liabilities whose carrying amount is different from their fair value are fixed-rate borrowings that are not

= hedged. This difference is not material {less than 1%).

<

W 2005

1 Carrying Carrying Carrying

g In millions of euros amount amotunt amount

CZJ Financial assets

< Non-current financial assets 260.2 260.2 2941 2941 240.6 240.6

% Trade receivables 2,266.6 2,266.6 2,429.7 2,429.7 2,490.7 2,490.7
Fair value of derivatives {assets) 83.6 83.6 66.1 66.1 325 32.5
Cash and cash equivalents 7719 7719 598.2 598.2 8a7.5 897.5
Total 3,382.3 3,382.3 3,388.1 3,388.1 3,661.3 3,661.3
Financial liabilities
Non-current borrowings 4,496.8 4,539.6 3,978.4 40123 3,6749 36715
Other non-current liabilities 1701 1701 167.3 167.3 160.0 160.0
Trade and other payables 1,077.5 1,077.5 1,280.7 1,280.7 1,330.8 1,330.8
Current borrowings 331.3 331.3 417.7 a7.7 668.6 6701
Fair value of derivatives {liabilities) 825 825 789 788 27.7 27.7
Total 6,158.2 6,201.0 5,923.0 5,956.9 5,862.0 5,860.1

Group financial instruments are measured at fair value to the
extent that available financial market data enables a relevant
estimate of market value assuming the absence of any inten-
tion or need to liquidate.

The primary valuation methods adopted are as follows:

m non-consolidated investments not listed on a stock market
and for which no market reference exists are recognized at his-
torical cost. Impairment losses are recognized in the Income
Statement if there is evidence of a permanent loss in value,

m as cash investments maturing in less than three months
are exposed to only negligible risk of a change in value they
are recognized at historical cost (including accrued interest)
which is considered to approximate fair value,

a borrowings are recognized at amortized cost using the
effective interest method. Financial liabilities hedged by inter-
est rate swaps are recognized on a hedge accounting basis,

m the fair value of trade receivables and payables of industrial
and commercial activities is equivalent to their carrying
amount, given the extremely short settlement periods.

Group policy prohibits speculative trading of financial deriva-
tives. Most derivatives used benefit from hedge accounting.
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Financial derivatives that do not benefit from hedge account-
ing do not represent material amounts and are not specula-
tive.

27.2. Financial policy and risk management
a/ Financial risk management

Risk management is a priority for the Group. The Group's finan-
cial policy and financial risk management principles are defned
and their implementation monitored by the Finance
Committee. This Committee consist of members of the
Executive Managemenit, the Finance Director and represen-
tatives from the Finance Department.

The Finance Department manages the main financial risks cen-
trally, based on the decisions of the Finance Committee, to
which it reports on a regutar basis. The Finance Department
also performs the analysis of country and customer risks and
provides input on these risks at Investment and Operations
Committee meetings.

Foreign exchange risk

Financial instruments are only used to hedge transaction-
based foreign exchange risk. This risk includes cash flows




arising from patent royalties, technical support and dividends,
and foreign currency commefcial cash flows from operating
entities. These commercial cash flows in foreign currencies
only represent approximately 4% of consolidated revenues on
an annual basis.

Foreign exchange risk on patent royalty, technical support and
dividend flows is hedged annually by the Central Treasury
Department using currency forwards with a maximum term of
18 months.

Foreign currency commercial flows of operating units are
hedged by the subsidiaries'as part of the annual budget
process. Approximately 20 subsidiaries are exposed to foreign
exchange risk. These subsidiafies mainly contract currency for-
wards. The majority of these contracts have short maturities (3
to 6 months). On an exceptional basis, and when the hedge is
related to a specific long-term project, the contract can have
a term of up to ten years, When preparing their budget at the
year-end, the subsidiaries report their foreign exchange risk
exposure for the foliowing year to the Central Treasury
Department. This Department monitors the adequacy of the
hedges contracted compared with identified risks and receives
a comprehensive list of all hedges in force each quarter.

A breakdown of the hedging portfolio by currency and
instrument is presented on page 129.

Interest rate risk
General principle

Air Liquide interest rate risk management is centralized on its
four main currencies: the eurd, U.S. dollar, yen and Canadian
dollar. These currencies represent approximately 98% of total
net debt. For other currencies, the Finance Department advises
the subsidiaries on hedging their foreign cunency exposure in
accordance with local financial market regulations. The Finance
Committee determines the fixed rate/floating rate ratio for each
currency and approves the haedging instruments used.

Group policy is to maintain at least 50% of total debt at fixed
rates and to protect the residual balance (floating-rate debt)
using optional hedges. This approach enables the Group to limit
the impact of interest rate fluctuations on financial expenses,
while benefiting, for a portion of the debt, from short-term inter-
est rates which are generally lower than long-term interest rates.

At the end of 2008, 88% of total debt was at fixed rates (includ-
ing 3% comresponding to triggered caps) and 21% was the sub-
ject of optional hedges. The fixed-rate/loating-rate breakdown of
the debt is reviewed reguiarly by the Finance Committes, taking
into account changes in interest rates and the level of Group debt.

Sensitivity to interest rate fluctuations

Group net indebtedness exposed to interest rate fluctuations

Consolidated financial statements

amounted to 1,136 million euros as of December 31, 2006
{(32% of gross debt adjusted for short-term securities), com-
parad with 1,720 million euras at year-end 2005 (43% of dabt}.

The decrease in the portion of debt exposed to interest-rate
fluctuations in relation to total debt is due to the 150 million
euros in additional fixed rate hedges set up in 2006, and the
autormatic impact of the reduction in net debt in 2006.

An increase or decrease in interest rates of 100 basis points
{+ or -1%) on all yvield curves would have an impact of
approximately + or -11.4 million euros on the Group's annual
financiat charges before tax, assuming outstanding debt
remains constant.

However, the Group contracted optional interest rate hedges
(caps), triggered when interest rates increase significantly
(above 4.1% for euro), Accordingly, when these hedges are
triggered, assuming constant outstanding debt, consolidated
net indebtedness exposed to interest rate fluctuations would
drop to 386 million sures. Financial charges would then be
reduced from 11.4 to 3.8 million euros.

All hedging instruments used to manage interest rate or
foreign exchange risk relate to identified risks.

Counterparty risk

Potential counterparty risks for Air Liquide include customers
and bank counterparties.

The Group has mora than one million customers in a broad
range of industries, dispersed over a wide geographic area,
thus precluding any concentration of customer credit risk.
As an illustration, sales to Air Liquide's top ten customers
represent less than 15% of total revenues.

To better assess its exposure, the Group has adopted pro-
cedures to regularly monitor the financial situation of its major
customers.

Moreover, customer risk assessment is an important com-
ponent of the investment decision process.

Bank counterparty risk relates to the outstanding amounts of
dernivatives and to cutstanding lines of credit contracted with
each bank, Based on its financial policy, the Group requires a
long-term Standard & Poor's “A” rating or a Moody's “A2”
rating from its counterparties. The Group's lines of credit are
also spread among several banks to avoid risk of concentration.
The Finance Committes regularty checks and approves the list
of financial instruments and banks.

Liquidity risk
As of December 31, 20086, amounts available on confirmed

credit lines totaled 2,434 million euros (2,014 milion euros at
the end of 2005). These back-up lines are confirmed by banks
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and do not contain any defautt clauses linked to financial ratios
or ratings or a Material Adverse Change {MAC) clause. French
and U.S. commercial paper outstanding as of December 31,
2006 totaled 774.1 million euros, which is stable year on year.
Group policy requires that commercial paper programs be
backed by confirmed long-term credit lines. This requirement
was met throughout 2006: confirmed credit lines exceeded
commercial paper outstanding at all times.

Commodity risk (Energy contracts)

Most of Air Liguide’s energy supplies are obtained through
forward purchase contracts at a fixed or indexed price.

IAS39 provides for the inclusion within its scope of forward
purchases and sales of non-financial assets, once these
transactions are deemed similar to derivative instruments.

Howaever, IAS39 considers that forward contracts for non-
financial assets should not be considered as derivatives when
they have been entered into to meet the company's “normal”
business requirements, resulting in the delivery upon maturity
of the underlying for use in the company's industrial process.
As Air Liguide does not purchase electricity or natural gas for
the purposes of speculation or arbitrage on commodity price
trends, no forward contracts relating to energy meet the
definition of a derivative instrument. These contracts were
entered into as part of the company's normal business for
use in the industrial process.

Furthermore, in a global context of highly volatile electricity
and natural gas market prices, created by market deregutation,
Adr Liquide continues to index long-term customer contracts
to hedge these risks. For natural gas and electricity prices, the
recent opening of some markets had led the Group, depending
on the circumstances, to replace the price indices used
during the regulated period by indices relevant to each iocal
market. In parallel, Air Liguide has optimized its policy for
the supply of electricity and gas. This policy enables the
Group to offer the best possible terms to its customers,
safely and with transparency, as it is based on reliable and
efficient sources of supply.
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There nonetheless remain certain isclated contracts, notably
in the cogeneration business line, where price indexation
alone cannct guarantee a total and effective hedge of energy
price fluctuation risks. These risks are, therefore, hedged by
Air Liguide using commodity swaps.

The fair value recognition of these derivative instruments has
no material impact on Group equity or profits as of December
31, 2008.
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b/ Information on derivative instruments

Maturity of derivative instruments

2006 Currency Fair value Notional Maturity

In millions of euros amount < 1 year 1to 5 years > 5 years

Foreign exchange risk ‘

Currency forwards ‘ 55 459.7 4145 M7 3.5

Currency options 36 491.7 491.7

Interest rate risk

Interest rate swaps ' EUR (10.3) 2,243.3 400.0 1,203.3 640.0
usD (2.7) 258.1 759 60.7 1215
Other {0.7) 149.7 1.8 1479

Interest rate options (caps / floors) @ EUR (2.5) 775.0 775.0
usb 3.0 2278 759 151.9
Cther 16.4 16.4

Commeodity risk (Energy) ™

Commodity swaps EUR 0.1) 0.6 06

{1} Including embedded derivatives.
(2) Including caps triggered for 25 million auros {auro caps) and 76 milion eurcs (dollar caps).

Most derivative instruments contracted to hedge foreign exchange risk have maturities of less than one year, which reflects the
short-term nature of the transaction-based foreign exchange risk and of the foreign currency swaps contracted to refinance the
Group's subsidiaries.

Derivative instruments contracted to hedge interest rate risk have maturities of up to 10 years, in line with the Group's policy to
limit interest expense fluctuations.

2005 Currency Fair value Notional Maturity

In millions of euros amount <1 year 1 to 5 years > 5 years

Foreign exchange risk

Currency forwards ' (22.7) 506.9 470.6 19.6 16.7

Currency options 0.1} 5.8 58

Currency swaps 3.7} 617.4 617.4

Interest rate risk

Interest rate swaps EUR 21.3 24123 150.0 1,232.3 1,030.0
usb ' 341.2 152.6 188.6
Other (1.0 235.2 51.0 128.3 55.9

Interest rate options (caps / floors) EUR (6.1} 850.0 75.0 775.0
usoD 0.4 848 84.8

Commodity risk (Energy} 1

Commodity swaps EUR 0.1 235 235

(1} ncluding embeadded darivatives.
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2004 Currency Fair value Notional Maturity
In millions of euros amount 1to 5 years > § years
E Foreign exchange risk
E Currency forwards 57 416.4 359.4 46.0 11.0
= Currency options {2.3) 24.3 16.1 8.2
E Currency swaps 11.5 500.2 500.2
S Interest rate risk
2 Interest rate swaps EUR (5.4) 3,000.0 550.0 1,100.0 1,350.0
<L uso (4.0) 4331 154.2 132.1 146.8
O Other @3.2) 186.5 10.7 146.2 286
é Interest rate options {caps / floors) EUR (8.0) 950.0 100.0 550.0 300.0
LZI_ usD ©.1) 37.0 37.0
i Commodity risk (Energy) O
Commiodity swaps EUR 2.7 27
CAD ©.8) 23 23
uso 0.3) 37 37
Cther 0.3 0.3

{1} Including embedded derivatives.

Impact of the fair value recognition of derivative instruments on the balance sheet

Assets Equity and liabilities
IFRS | Deferred  Trade Profit Deferred Non- Trade Cument
tax  receiv- for tax curent payables borrow- value
assets  ables i the  fiabil- bomow- ings of
i penod ities ings derivatives
In millions of euros fliabilities)
Foreign exchange risk
Currency forwards
hedging future cash flows CFH 29 12.0(74.9 3B 4 441 8.4 (149
Currency forwards hedging transactions
recorded in the accounts FH2 02 1.0 71] 83 {0.4) 7.1 16 | 83
Currency embedded derivatives  NIH @ 9.0 9.0 59 3.1 9.0
Interest rate risk
Interest raie swaps FVH @ 0.2 0.2 ((_).1) 0.2 Q.6) 07| G2
Swaps and options CFH M 59 371 96 (7.2) (1.4) 1.3 169 | 96
Other derivatives L] 071 07 05 0.2 07
Commedity risk
Currency forwards hedging
| future cash flows CFH (0.1) 0.1
| 9.2 1.0 325427 24 (28 89 {0.6) 74 27.7 |42.7

(1) CFH: Cash Flow Hedgse.

{2) FVH: Fair Value Hedge.

{3) Derivatives not bensfiting from hedge accounting.
{4) Net investment hedge.

|
|
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Assets
IFRS [Defemed  Trade
fax  receiv-
assets  ables

In millions of euros

Consolidated financial statements

Net Profit Deferred
income for
ecog- the
nizedin  period
equity

Equity and liabilities
Non- Trade
payables

current
bormow-

Foreign exchange risk i
Currency forwards hedging ‘
future cash flows CFH 8.7 38[ 125 (g {24 13 25.4] 12,5
Currency forwards hedging
transactions
recorded in the accounts FvH @ 01 53 10! 64 0.2) 0.1 0.6 59| 64
Interest rate risk _
Interest rate swaps FVH®@| 200 58.1} 78.1 20.1 58.0 781
Swaps and options CFHY| 164 3.2| 19.6 (26.8) {258 09 48.0| 19.6
Cther derivatives & 03| 03 0.2 01 0.3
Commuodity risk
Gurrency forwards hedging j
future cash flows CFH 1}

‘ 452 53 6641169 {38.6) (49 224 58.0 01 0.6 79.3[116.9

(1) CFH: Cash Flow Hedge.
(2) FVH: Fair Valus Hedge.
(3) Derivatives not benefiting from hedge accounting.

interest rate repricing schedule for fixed-rate debt and interest rate risk hedging instruments

2006 Currency

In millions of euros of issue

Carrying Nominal amount
amount outstanding

Interest rate reset dates

<1 year 1to 5 years > 5 years

Original issug - left at fixed rate EUR 641.9 641.9 3.1 4271 211.7
Interest rate swaps EUR 8427 205.2 525.0 12,5
Caps . EUR 750.0 750.0
Original issus - left at fixed rate Usb 451.9 451.9 134.5 317.4
Interest rate swaps USD 235.4 136.7 98.7
Qriginal issue — Ieft at fixed rate JPY 51.3 51.3 14.9 45 31.8
Interest rate swaps JPY 86.0 86.0
Interest rate swaps CAD 18.4 16.4
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Consolidated financial statements

2005 Currency Carrying Nominal amount Interest rate reset dates

In millions of euros of issue amount outstanding < 1 year 1to 5 years > 5 years
E Original issue - left at fixed rate EUR 630.1 630.1 47.0 3753 2078
E Interest rate Swaps EUR 6004 | . 5.2 555.2 130.0
= Caps EUR 850.0 75.0 775.0
E Qriginal issue - left at fixed rate UsD 426.7 426.7 11.8 330.1 B4.8
’<_E Interest rate swaps usD 2374 152.6 848
P Caps ush 84.8 84.8
<_(' Qriginal issue - left at fixed rate JPY 37.4 37.4 9.9 27.5
O Interest rate swaps JPY 111.6 828 288
% Interest rate swaps CAD 51.0 328 18.2
p
(U

Contribution to the consolidated balance sheet

28 ‘ and income statement of proportionately

Transactions with related parties consolidated companies

Due to the activities and organizational structure of the In millions of euros 2004 2005 2006

Group, only transactions with associates and proportionatety Non-current assets 526 602 718

consoliqlated compapies are considered to be related party Current assets 131 138 169

transactions. Transactions performed between these companies

and Group subsidiaries are not material. Total assets 657 740 8ar

As of December 31, 2006, there was no provision for doubtiul Equity 358 423 395

related party receivables. Non-current liabilities 1M 117 142
Currant liahilities 198 200 350
Total equity and liabilities 657 740 887
Revenue 435 439 550
Operating expenses {352) (359) (445}
Net finance costs 2 5 (8)
Profit before tax 85 85 103
Income taxes (7N (17) (25)
Profit for the period 68 68 78

Information on associates is presented in Note 15.
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Remuneration allocated to members of the Supervisory Board (*) /

29

{*) Until May 10, 2006.
(") Applicable as of May 10, 2006

Board of Directors (**) and management bodies

29.1. Remuneration paid to the L'Air Liquide S.A. Executive Management

Gross remuneration and benéfits paid to the Executive Management of L'Air Liquide S.A. for all Group companies, with respect
to both their duties as employees and as Company officers, amount to, including benefits-in-kind:

Amount for 2004 Amount for 2005 Amount for 2006

In thousands of euros Due Paid Due =1l Due Paid
Benoit Potier '

- fixed portion 860 am 970 970 946 946
— variable portion 1,238 826 1,269 1,238 1,238 1,269
~ fringe benefits 3 3 3 3 8 8
- diector's feas 24

Total 2,11 1,730 2,242 2,211 2,216 2,223
Jean-Claude Buono

— fixed portion 465 465 480 490 510 510
— variable portion ' 522 383 559 522 558 559
- fringe benefits 3 3 3 3 3 3
Total 990 851 1,052 1,015 1,071 1,072
Klaus Schmieder @

— fixed portion ' 204 204 470 470 510 510
— variable portion 330 531 330 558 531
— fringe benefits 5] 6 18 18 20 20
Total ‘ 630 300 1,019 818 1,088 1,061
(1} The employment contract of Benoi:t Potier was suspended as of May 10, 2008. Consequently, as of this date, he will receive all his remuneration in his capacity as
Company officer.

(2} For 2004, on a pro rate basis from the date on which duties were assumed.

During 2008, the Company paid out a total of 126.3 thousand euros to third parties, on behalf of Benoit Potier, with respect to
supplemental retirement, death and disability benefits.

The entire variable portion of remuneration due for any given fiscal year is paid the following year after the approval of the
financial statements.

29.2. Share options granted to the L'Air Liquide S.A. Executive Management

Total adjusted share options, granted to officers and directors and not exercised as of December 31, 2006, amount to:

Total share Average price In 2006 Over the last

options {in euros) five fiscal years

Bencit Potier 262,211 124.51 55,000 215,511
Jean-Claude Buono 123,050 122.38 22,000 93,144
Klaus Schmieder 55,002 134.45 22,000 55,002
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Consolidated financial statements

The fair value of options granted in 2006 and determined
according to IFRS2 amounts 30.06 euros per option.

Accordingly, the valuation of options granted in 2006 to officers
and directors is as follows:
u Benoit Potier:

a Jean-Claude Buono:

m Klaus Schmieder:

1,653 thousands of euros
661 thousands of euros
661 thousands of euros

These amounts are expensed over the option's vesting
period.

Share options granted to corporate officers have the same
characternistics as those granted to all option beneficiaries in
the Group.

The total number of share options previously granted to Alain
Joly, Directar, and not exercised as of December 31, 20086,
amounts to 78,010 options at an average price of 101.67
euros. These share options were granted to him prior to 2001,
as Chairman and Chief Executive Officer of the Company.

29.3. Remuneration allocated to members of the
Supervisory Board () / Board of Directors {**)
and Management members

Remuneration granted to members of the Supervisory Board
/ Board of Directors and Management members as com-
pensation for their responsibilities within the entire Group, for
the respective financial years, amounts to:

In miltions of euros 2003 2005 2006
Supervisory Board () /

Board of Directors {*) 07 0.6 0.5
Management members 8.4 9.6 9.2
Total 2.1 10.2 9.7

") Until May 10, 2006,
{**) Applicable as of May 10, 2006.

The Company’s Management members include all members
of Executive Management and the Executive Commiittee.

The remuneration policy for members of the executive team
takes into account market practices. It includes a substantial
variable portion based on earnings targets and individual
performance.
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30 Commitments and contingencies

I millions of euros 2004 2005 2006
Commitments and contingencies linked to:

Firm purchase orders for PP&E  165.6 337.2 565.3
Lease commitmenis which

cannot be terminated 413.0 367.0 358.4
Energy purchases 158.4 2041 195.2
IT systems outsourcing

in the United States 1.8 13.5 10.5
Guarantees and other 230.9 2328 181.2
Total 979.7 1,154.6 1,3106

Commitments are given in the normal course of the Group’s
business.

The primary movements are attributable to:
ain 2006, firm orders in connection with new projects in the
Americas and Southern Europe,

win 2005, firm orders for the acquisition of property, plant and
equipment following investment decisions, notably in Eastern
Europe, and the signing of new energy supply contracts in
Europe.

In December 2006, Air Liquide added to its 55% stake in
Japan Air Gases, by announcing the purchase of the remain-
ing 45% interest held by Linde. Linde will receive 580 million
euros. The completion of this transaction was subject to the
approval of the European competition authorities. This approval
was granted in February 2007, The definitive realization of
this transaction was not finalized as of the date these stat-
ments were approved by the Board of Directors.

Operating leases

Assets used in industrial activities are leased under an oper-
ating lease when the acquisition of such assets doas not pres-
ent any economic benefit. The primary assets included are
utility vehicles and transport equipment.

The Group has no contingent rental commitments, or sub-lease
contracts.




Future minimum lease payments payable as of December 31,
2008, under operating lease contracts which cannot be
terminated are as follows:

In millions of euros 2004 2005 2006

Due within one year 91 93 20
Cue in one to five years C 218 194 193
Due after five years - 108 80 75
Total 413 367 358

31 Contingent liabilities

To the best of the Group’s knowledge, there are not excep-
tional events, litigation or environmental-related issues likely
to impact or having impacted in the recent past its assets,
financial position or earnings.

32‘ Greenhouse gas emission rights

As with the Kyocto Protocol, the European directive estab-
lishing & quota system for greenhouse gas emissions in the
European Union is intended to reduce the emissions of these
gases. Implementation for CO; in the industrial sector began
on January 1, 2005, In 2004, each country incorporated the
directive into its legislation and $et quotas for the facilities con-
cerned. The annual quotas allocated to Air Liquide {approx-
imately 1.2 million tons of CO; per year for the period from
2005 to 2007) covered the emissions of 2005 and 20086.

No asset or liability was recognized as of December 31, 2006.
The income received from the sale of rights in 2006 was
immaterial,

Consolidated financial statements

33! Post-balance sheet events

On February 21, 2007, the Group announced the purchase
of the following interests from Linde:

m 50% of Soxal (Singapore subsidiary) 50% already held by
Air Liguide,

m 50% of EIG ({Thailand subsidiary) 50% already held by Air
Liquide,

m 50% of VIG (Vietnam subsidiary) 50% already held by Air
Liquide,

» 25% of Brunox (Suttanate of Brunei subsidiary) 25% already

held by Air Liquide. The remaining capital is held by QAF
Investment, a local partner.

At the same time, Air Liquide's 16.6% interest in Malaysian
Oxygen in Malaysia (28.4% already held by Linde), and its
50% stake in Hong Kong Oxygen Group, located in Hong-
Kong will be sold to Linde.

Linde will thus receive approximatety 275 miliion euros. The
completion of this transaction is subject to the approval of the
competition authorities.
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34

2 Impact of the first-time adoption of IAS32 and I1AS39 as of January 1, 2005
|_|Z_| IAS32-Financial Instrurnents: disclosure and presentation and IAS39 - Financial instruments: Recognition and Measurement
= have been applied as of January 1, 2005, without the restatement of the 2004 financial statements. The impact of the first-time
E adoption of these standards breaks down as follows:
S ‘ Balance sheet as of 1AS32/39 Balance sheet as of
()] In millions of euros December 31, 2004 impact January 1, 2005
21:“1 Goodwil 2,331.6 996 2,431.2
6 Cther intangible assets 420.2 420.2
= Property, plant and equipment 7.550.9 7,550.9
% Neon-current financial assets 266.3 {&.1) 260.2
i Investments in associates 206.9 206.9
Deferred tax assets 368.2 27.2 395.4
Total non-current assets 11,1441 120.7 11,264.8
Inventories 652.0 652.0
Trade receivables 2,266.8 0.2 2,266.6
Other current assets 377.8 43 382.1
Current financial assets 456.7 72.0 528.7
Cash in bank 326.8 326.8
Total current assets 4,080.1 761 4,156.2
Total assets 15,224.2 196.8 15,421.0
. Share capital 1,201.1 1,201
' Additional paid-in capital 76.8 76.8
l Consolidated reserves 3,055.7 {35.3) 3,020.4
Treasury shares (162.1) (162.1)
Net profit for the period 780.1 7801
Capital and reserves attributable to equity holders of the parent  4,951.6 {35.3) 4,916.3
Minarity interests 348.2 (32.0) 316.2
Total equity 5,299.8 (67.3) 65,2325
Provisions and pensions 1,695.3 1,695.3
Deferred tax liabilities 1,108.5 7.3 1,115.8
Non-current borrowings 4,322.0 174.8 4,496.8
Cther non-current liabilities 170.1 17041
Total non-current liabilities 7,295.9 182.1 7.478.0
Provisions and pensions 104.2 104.2
Trade and other payables 1,077.5 1,077.5
Qther operating liabilities 1,080.5 (33.2) 1.047.3
Income tax payable 67.7 67.7
Current borrowings 298.6 32.7 3313
Other current financial liabilities 825 825
Total current liabilities 2,628.5 82.0 27105
Total liabilities and equity 15,224.2 196.8 15,421.0
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a/ Foreign currency transactions

Derivative instruments designated to hedge foreign exchange
risk in foreign currency transactions were recognized at fair
value in accordance with 1AS32/38. The management of for-
eign exchange risk in foreign currency transactions primarily
consists of underwriting firm, forward purchase/sales con-
tracts (mainly euro/US dollar). In accordance with IAS32/39,
hedged foreign currency denominated receivables and
payables were systematically remeasured at the year-end
exchange rate and not the hedging rate.

Ag fair value hedges for foreign currency transactions are fully
effective (the hedging ineffectivéness generated by the impact
of premiums/discounts is immaterial, thus no significant
impact on opening equity}, the changes in fair value of foreign
currency receivables and payables remeasured on the balance
shest at the year-end exchange rate were offset by the impact
in profit or loss of the changes.in fair value of financial instru-
ments designated for the foreign exchange hedging of the
receivables and payables.

For cash flow hedges, the efféctive portion of the change in
fair value of the hedging instruments is offset directly in
transferable equity. The chan g€ in fair value of the hedged
portion of the hedged item is not recognized in the balance
sheet. The impact on transferable equity as of January 1,
2005, after taking into account deferred taxes, was 5.2 mil-
lion euros.

The change in fair value of tha ineffective portion of financial
instruments (premium/ discount impacts) is recognized in
consolidated reserves. After taking into account deferred
taxes, the negative impact was {0.6) million euros.

b/ Interest rate risk hedging

Considering the Group’s intersst risk hedging policy, the pro-
portion of borrowings exposad to interest rate fluctuations
amounted to 1,650 million guros, or around 40% of net
indebtedness.

This policy is ensured by the use of swaps or options.

The fair value measurement of fixed-rate lender and floating-
rate borrower swaps used to hedge fixed-rate loans resulted
in the recognition of a current financial asset of 43.8 million
euros. The fixed rate borrowing is revalued in the same
amount.

In addition, the fair value regognition of forward hedges,
swaps and options eligible for future cash flow hedge
accounting generated a negative impact on the Group's
transterable equity of {38.2) million euros, after taking into
account deferred taxes.

Consolidated financial statements

The ineffective portion of the hedges (premiums/ discounts
and instruments net eligible for hedge accounting) gener-
ated a negative impact of (1.7} milion eurcs on consolidated
reserves after taking into account deferred taxes.

¢/ Energy risk hedging

Most of Air Liquide's energy supplies are obtained through for-
ward purchase contracts at a fixed or indexed price. 1AS39
provides for the inclusion within its scope of forward pur-
chases and sales of non-financial assets, once these trans-
actions are deemed similar to derivative instruments.

However, IAS38 considers that forward contracts for non-
financial assets should not be considered as derivatives when
they have been entered into to meet the company’s “nor-
mal” business requirements, resulting in the delivery upon
maturity of the underlying for use in the company’s industrial
process.

As Air Liquide does not purchase electricity or natural gas
for the purposes of speculation or arbitrage on commodity
price trends, no forward contracts relating to energy mest the
definition of a derivative instrument. These contracts were
entered into as part of the company’s normal business for use
in the industrial process.

Furthermore, to hedge against energy price fluctuations, Air
Liquide makes forward purchases or sets up hedging swaps
relating to natural gas purchases and electricity sales for its
cogeneration plants. The fair value recognition of these deriv-
ative instruments has no material impact on Group equity as
of January 1, 2005. The negative impact amounted to (0.7)
million eurcs after taking into account deferred taxes.

d/ Put options on minority interests

When acquiring companies, Air Liquide negotiates put options
for the securities of minority shareholders.

In accordance with |1AS32, a liability measured at the present
value of the option’s strike price should be recognized. Pending
a position from the IFRIC, Air Liquide has elected to recog-
nize the difference between the carrying amount of minority
interests and the strike price of the option in goodwill.

As of January 2005, the impact of the recognition of minority
shareholders’ put options increased the liability by 131 million
euros and reduced minority interests by (31.4) million euros.
The difference led to the recognition of additional goodwill
for 99.6 million euros.
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Consolidated financial statements

Main consolidated companies
and currency rates

L'Air Liquide S.A. assumes a part of the Group's operating activities in France. It also owns directly or indirectly financial
investments in its subsidiaries. UAir Liguide S.A. mainly receives, from its subsidiaries, dividends and royalties.
L' Air Liquice S.A. assumes treasury centralization for some French subsidiaries.

1 | Main changes occurred in 2006

In miftions of euros Impact on revenue

Total impact on scope (26.6)
The primary change in scope {deconsolidation of Electronics liquid chemicals

in the United-States in April 2005) had a negative impact on 2006 revenue: (27.0)
or -0.3%

A) Acquisitions and disposals
Change in scope impacts in 2006

Acquisitions:

— Zuther & Hautmann GmbH & Co KG acquired by VitalAire GmbH (Germany) 100
- Nord Service Projects GmbH acquired by VitalAire GrmbH (Germany) 1.3
- Aerial Machine & Tool acquired by Aqualung USA (United States) 4.9
- Toshiba Nano Analysis K.K. acquired by Japan Air Gases (Japan) 2.9
Disposals:

- Société d'Utilisation Scientifique et Industrielle du Froid (France) sold by L'Air Liguide S.A. 1.3
- Napac sold by Air Liquide Services (France) (1.1)
- Propane (LPG} activity sold by Air Liquide Gas A.B. (Sweden) (1.1}
- Propane (LPG} activity sold by Air Liquide Deutschiand GmbH (Germany} 0.5}
Ongoing 2005 scope impact

Acquisitions:

- Farmec SRL and Farmec Nuova SRL {ltaly) acquired by Laboratoires Anios (France) 6.9
- Rube! Atem- und Sauerstofigerite GmbH acquired by VitatAire GmbH (Germany} 5.0
- Tecno Gas S and ITO Service acquired by AL Italia (itaty) 3.2
Disposals:

— Sidergal sold by Air Liquide International (France) 6.3)
~ Sabine Cogen, L.P. sold by AL America Corporaticn (United States) (21.1)
- Homecare division sold by AL Healthcare America Corporation (United States) 4.1)
— Alpha division sold by Japan Air Gases (Japan) 3.7}
— Other (0.9
B) Change in consolidation method

France

- Fluigétec: change to full consolidation in Air Liquide Welding in 2006 1.0
Europe

- Saf Schweiss Automatik {SSA) in Switzerland: change te full consolidation in Air Liquide Welding in 2008 6.4
Asia-Pacific

— A-TEG Co., Ltd K.K. in Japon: change from full consolidation method to the equity method in Japan Air Gases {1.1)

’
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€) Companies created and newly consolidated in the scope without scope impact on revenue
Europe —TGHM GmbH & Co KG: change to proportionate method in Air Liquide Deutschland GmbH (Germany)
- Air Liguide Russie S.A. (Russia)
— CJSC Air Liquide Severstal (Russia}
Africa & Middle-East - Air Liquide Middle East (Middle East)
- Shuaibaz Oxyben Company KSC {Kuwait} created and consolidated using the proportionate method (P)
- Alr Liquide Sohar Industrial Gases L.L.C. {Oman)
— Gasal {Qatar) created and consolidated using the equity method {E)
Asia-Pacific - Air Liquide Changshu Co. Ltd (China)
- Air Liquide Electronics Material Zhangjiagang Co. Ltd (China)
- Air Liquide Engineering Services Asia Co. Ltd {China)
— Air Liguide Nanjing Co. Ltd {China)
- Air Liquide Peng Pu Co. Ltd (China}
- Air Liquide Shenyang Tsisan Co. Ltd (China)
~ Air Liguide Tianjin Bin Hai Co. Ltd (China)
— Air Liquide Wuxi Industrial Gas Co. Ltd {Ching)
Dj Mergers, acquisitions and disposals without scope impact on revenue
France - Merger of Air Liguide Santé Engineering {previously held by Air Liquide Santé [nternational, VitalAire, Taema and Air
Liguide Santé France) in Air Liquide Santé International
- Mergsr of La Soudure Autogéne Frangaise and Sauvagsau Commercy Soudure in Air Liquide Welding France
- Merger of Sudac Air Services Midi-Pyrénées in Sudac Centre
— Sale of Cryopal (Taema Freslox activity) to L'Air Liquide S.A.
— Sale of Amphicom (equity accounted} by Aqualung France
— Sale of ARIA Technclogies (equity accounted) by Air Liquide Services
Europe = Marger of Air Liquide Technische Gase GmbH, Air Liguide AGS GmbH and Air Liquide Siebte
Vermdgensverwaltungs GmbH in Air Liguide Deutschland GrmbH (Germany)
- Alolos Medical A.B. acquired by AL Gas A.B. (Sweden)
Americas - Merger of Medal L.P. (United States) in Air Liquide Advanced Technologies U.S.LLC {United States)

FINANCIAL STATEMENTS

2[ Currency rates

Primary currency rates used:

Average rates Closing rates
Euros for ene currency 2004 2005 2006 Euros for one currency 2004 2005 2006
Uusb 0.80 0.80 0.80 ust 0.73 0.85 0.76
CAD 082 0.66 0.70 CAD 0.61 0.73 0.65
Yen (1,000) 744 7.3 6.85 Yen (1,000) 7.16 7.20 6.37
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3‘ Main consolidated
companies

0 Industrizl Merchant

D Large Industries

0O Healthcare

B Electronics

£ Other: Related activities and Holdings

Companies newly consclidated
in the 2008 scope are indicated in blue,
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€ 4 Liquics Electronics Matsrials 100 % .
Air Liquiga Elactronics Systems 100 % [ ]
Air Liquide Engineering 100 % o
Air Liquide Finance 100 % o
Air Liquithe Hydrogéne 99.84 % a

- Balle Etoils Hydrogine 99.84 %
Air Liquida Innovation 00% O
-ETSA 99 %
- Metretech 99.50 %
- Trescal France and its consolidated subsidiaries 100 %
Alr Liquida Participations 100 % o] N
- Air Liquide Partners 99.56 %
Air Liquida Santé (International) 100 % a]
- Air Liquida Santé France 100 %
- Air Liquide: Santé Stockage 100 %
- Omasa France 100 %
-BUSA 86 %
- Farmec S+ and Farmec Nuova S (itaty) 52.60 %
- Hydenet {France) 65.95 %
- Laboratoires Anics (France) 66 %
- Unident S.A. (Switzerland) end Unident SARL (France) 66 %
- Pharmadom {Orkyn') 100 %
- Air Liquide Santé Domicile 100 %
- Tagma 100 %
- VitalAire 100 %
Air Liquide Services 100 % o]
- Groupe Athelia (France) 100 %
- Kéops (Canada) 100 %
Alr Liquide Stockage 100 % 0 ]
Attal 100% 4]
AXANE 100 % ]
Azérys 100 % o
Ghamoxa ang its subsidiaries (Franca, Europe, United States)
including 100 % 4]
- Société o' Exploitation de Produits pour les Industries Chimiques 99.95 %
Cryolor 100 % 4]
Cryopal 100 % o
Fabwigues d'Oxygéne du Sud-Ouest Réunies 4092%-E O
GIE Cryospace 55 % O
Sociétd Anonyma Frangaise Pérouns 9994 %-E o
Société des Gaz Industriels de France 100 % oo a
- Bella Etoite Ltilté 100 %
Socibtd immobilidre de L'Alr Liquide 49.99 % o
Saciété Industrielle de Cogénération de France 100 % D
- Cogenal 99.99 %
- Figena 60 %
- Lavéra Energies 50 % -P
- Lavéra Utilités 50%-P
Sociftd Industrielia des Gaz da M'Ar W% O
Sorgal %W %-E O
Sudac Air Services 100 % c
- Sudac Gentre 100 %
- Air Solution 100 %
Air Liquide Welding S.A, 100 %
- Qorlikon GmbH (Germany) 100 %
- Air Licuide Welding France (France) 100 %
- Fluigetec (France) 100 %
- Fra Srl (aly) 100 %
- Isaf Spa {Htaly) 93.14 %
- Air Licuide Welding UK Limited (United-Kingdom} 100 %
- Saf Schweiss Automatik (Switzerland) 100 %
AL-RE 100 %
Aqualung International and its subsidiaries (Europe,
Linited States, Japan) 98.36 %
Hélium Services 100 % o]
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Statutory auditors’ report

on the consohdated financial statements

This is & free translation into English of the statutory auditors’ report issued in the French language and is provided solely for the
convenience of English speakmg readers. This report includes information specifically required by French law In all audit reports,
whether qualified or not, and this is presented below the opinion on the consolidated financial staternents. This information includes
an explanatory paragraph discussing the auditors' assessments of certain significant accounting matters. These assessments
were made for the purpose'of issuing an opinion on the consclidated financial statements taken as a whole and not to provide sep-
arate assurance on indiviciual accotint captions or on information taker outside of the consofidated financial statements. The report
also includes information réiating to the specific verification of information in the Group Management Report,

This report, together with the statutory auditors’ report addressing financial and accounting information in the Chairman's report on
internal control, should be read in conjunction with, and is construed in accordance with French law and professional auditing
standards applicable in France.

In compliance with the assignment entrusted to us by your Shareholders' Meeting, we have audited the accompanying consolidated
financial statements of L'A‘s;r Liquide S.A. for the year ended December 31, 2008.

These consolidated financial statements have been approved by the Board of Directors. Our role is to express an opinion on these
financial statements based'on our audit.

I. Opinion on the financial statements

Woe conducted our audit in ‘accordanoe with the professional standards applicable in France; those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by the management, as well as evaluating

the overall financial statements presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of the Group at
December 31, 2006 and tHe results of its operations for the year then ended, in accordance with International Financial Reporting
Standards as adopted by the European Union.

Il. Justification of assessments

In accordance with the reqpirements of article L. 823-9 of the French Company Law {Code de commerce) relating to the justifica-
tion of our assessments, we bring to your attention the following matters:

m Intangitle assets and goodwill were subject to impairment tests performed in accordance with the principles set out in note 4.5.f.
of the consolidated financial statements relating to accounting policies. We have reviewed the soundness of the chosen approach
and the assumptions used for these impairment tests.

m We have reviewed the methodology used to recognize reserves for risks and charges, In particular, we assessed the process set
out by the Management to identify and evaluate risks. YWe ensured that such provisions were recognized in accordance with the
accounting principles described in the notes 4.11.a. and 4.11.b. of the consoclidated financial statements.

These assessments were thus made in the context of the performance of our audit of the consolidated financial statements taken
as a whole and therefore contrlbuted to the formation of our audit opinion expressed in the first part of this report.

lll. Specific verification |

In accordance with professional standards applicable in France, we have also verified the information given in the Group Management
Report. We have no matters 1o report regarding its fair presentation and conformity with the consolidated financial statements.

Courbevoie and Paris-La Défense, March 19, 2007
: The statutory auditors

MAZARS & GUERARD ERNST & YOUNG Audit
Frédéric Allilaire Clivier Braillot
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] Air Liquide S.A. - 100 % nn
E’ Air Liquide International - 100 % o }:r——l
| A¥f Liquide international Corp. (Utiited States) - 100 % : ==
Air Liquide Industriegase GmbH & Co. KG {Germany) 100 % opgRd American Air Liquide, [nc. (United States) 100 % DEoEn
- Alr Liquide Deutschland GmbH {Germany) 100 % and its main subsidiaries
- Air Liquide Electranics GmbH (Germany) 100 % « Air Liquide Advanced Technologies U.S. LLC {United States) 100 %
- Air Liquide Erste Verm. GmbH {Germany) 100 % - Air Liquide America LP. (United States) 100 %
~ Air Liquide Medical GmbH (Germany) 100 % - Air Liquide Electronics U.S. LP {Urited States) 100 %
- Air Liquide Stahiflaschen GmbH & Co. KG (Germany) 100 % - Air Liquide Healthcare America Corporation {United States) 100 %
- Ajir Liquide Zweita Verm. GmbH (Germany) 100 % - Air Liguide Helium America (United States) 100 %
- EVC Dresden-Wilschdorf GmbH & Co. KG 40% -P - Air Liquide Industrial U.8. LP (United States) 100 %
- Zweite EVC Dresden-Witschdorf GmbH & Co. KG 50%-P - Alr Liquide Large Industries U.S. LP (United States) 100 %
- Buse Gase GmbH & Co. KG (Germany) 1% - Alr Liquide Process & Construction, Inc. {United States) 100 %
__ - Cryotherm GmbH & Co. KG (Germany) 100 % - Alr Liquide USA LLC (United States) 100 %
] - INTEGA GmbH and its consolidated subsidiaries - ALIG Acquisition LLC {United States) 100 %
{Germany, Hungary and Perlugar) 51 % - Air Liquide Canada, Inc. {Canada) 100 %
- Schiilke & Mayr GmbH (Germany) and its subsidiariss 100 % - VitalAire Canada, Inc. {Canada} and its subsidiaries 100 %
- TGHM GmbH & Co KG (Germany) 50%-P - Dow Fort Saskatchewan Cogeneration Projet (Canada) 40 %-P
- Trescal GmbH (Germany) 100 % Air Liquide Argentina {Argentin) 100% OBQ
- VitalAire GmbH (Germany] 100 % Arliquide Comercial Ltda (Brazil) 1W0% 08\8n
- Braun Meditec GmbH {Germany) 130 % - Air Liquide Brasil L1da (Brazif) 100% L
- Nord Service Projects GmbH (Germany) 100 % Air Liquide Chila S.A. (Chile) W% O
- Rubel GmbH (Germany} 100 % Société des Gaz Industriels de la Guadeloupe (Guadeioupe) 9350% O
- Zuther & Hautmanin GmbH & Co KG (Germany) 100 % Air Liquide Spatial {Guyane) 9B.72 % 1§
Société Guyanaise de L'Air Liguide (Guyane) 974 % o]
Air Liquide Austria {Austria) 100 % o o Société Martiniguaise de L'Alr Liquide (Martinique) 71.70 % o]
Alr Medical Gase und Apparate VmbH {Austria) 40%-E o La Oxigena Paraguaya 5.A. (Paraguay) 6789% O
Alr Liquide Eurotonnage (France) 100 % . ] Ajr Liquide Uruguay (Uruguay) 83.70 % a}
- Air Liquide Large Industry 5.A, (Belgium) 100 % Air Liquide Trinidad and Tobago (Trinidad and Tobago) 100 % a
- Alr Liquide Industries Belgium (Belgium) 100 % D Neal & Massy Gas products Ltd (Trinidad and Tobago) 2NM%-E O
- Carolox (Belgium) 100 %
- Hydrowal (Beigium) 100 %
Hydrafel (Belgium) 100 % ]
Air Liguide Bulgania EQOD (Bulgaria) 100 % i |
Air Liquide Danmark A.S. {Denmark) 100 % O o
- Arepa Test & Kalibrering A.S. [Denmark) 100 %
Oy Polargas A.B. (Finland) 100 % o
Air Liquide Hellas Société Ancryme de Gaz Industriels (Greece) 99.78 % o o
- Allertec S.A. {Greoce) 50.89 %
Air Liquide Ipari Gaztermelo Kft (Hungary) 100% 0O
Air Liquide Progetti ltatia Spa (ltaty) 100 % 1]
Air Liquide Norway (Norway) 100 % o]
0 Air Liquide Industrie 8.V. {The Netherlands) 100 % ogam
- Air Liguide Nederland B.V. {The Netherlands) 100 % —
- Oxylux $.A, (Luxembourg) 100 %
- Alr Liquide B.V. [The Netherlands) 100 %
- Lamers High Tech Systems (The Netherlands) 100 %
- Trescal B.Y. (The Netherlands) 100 %
- Vitalaira B.V. {The Netherlands) 100 %
- Air Liquide Technische Gassen B.V. {The Netherdands) 100 %
- Air Liquide Warmtekracht B.V. (The Netherlands) 100 %
« Loofoeen B.V. {The Netherlands) 100 %
- Maasvlakte Energie B.V, {The Netherlands) 100 %
Air Liquide Katowice Sp {Poland} 79.24 % on
Air Liquida Polska Sp (Peland) 100 % o8B
1€) sociedads Portuguesa do Ar Liquido (Portugal) %%% 08O
- Ajr Liquide Medicinal (Portugal) 98.87 %
Air Liquide UK Ltd {United-Kingdom) 100 % o]
Air Liquide Russie S.A. (Fussia) 100 % 1]
- CJSC Air Liquide Severstal {Russia) 75 %
Carba Holding {Switzerland) 100 % o o
- Carbagas ( Switzerland) 0%
Air Liquide Belge 5.A. (Belgium) 99.95 % 0O o
- Alr Liquide Belgium NV S.A, (Belgium) 99.97 %
- Air Liquide Benelux NV S.A. {Belgium) 99.97 %
- Air Liquide Medical S.A. (Belgium) 99.87 %
- Fléron Gaz Médicaux Services (Belgium) 99.95 %
AL Air Liquide Espada 5.A. {Spain) 99.98 % al: l1]
- Alr Liguide Medicinal SL {Spain) 99.88 %
- L. TM. 5.4, (Spain) 89.98 %
- Trescai Spain (Spain) 99.88 %
Air Liquide Italia Spa S (taly) 99.76 % oson
- ITO Service Spa Srl { Italy) 69.83 %
- MG Tarature 5 { aly) 56.86 %
- Omasa Spa ( Italy} 99.76 %
- Vitalaire Italia Spa { Haly) 99.76 %
- Air Liquide Saniti Service Spa { Italy) 99.76 %
« Jecno Gas Sr { Haly) 50.88 %
Air Liquide Luxembourg 8.A. (Luxembourg) 99.97 % a3
Alr Liquide Gas A.B. (Sweden) 100 % o o
- Trescal Sweden A.B. ( Swaden) 100 %
- Aiolas Medical A.B. (Sweden) 100 % - E 141 AR LIQUIDE




Afnca and Middle East

Air Liquide Engineering Southern Africa Ltd (South Africa) i00%-E
Saciété d'Oxygéne et ¢’Acétyiéne du Liban Sal (Lebanon) 4986 %-E O
| d.)mmumpmpnermyummtmm B0% O
: - Alr Liquide Botswana Proprietary Limited (Botswana} 80.60 %
' - Fedgas Proprietary Limited {South Africa) 83.00 %
Seciété Béninvise des Gaz Industriels [Bénin) 9997 %-E O
Sociétd Burkinabe des Gaz Industriels [Burkina Faso) M88%-E O
Société Camerounaise d’Oxygéne et 6" Acétyléne {Cameroun) 100%-E O
Sociéts Gongolaisa des Gaz Industriels (Congo) 9999 %-E D
Scciété tvoirienne d'Oxygéne et d' Acétyléne {ivory Coast) 72.08 % 0
B Ar Uquide Middle East (Middle Ezst) 100 % -]
- Air Liquide Alexandiria (Egypt) 99.99 % ]
- Air Liquide Bl Soukhna (Egypt) 90 % |
- Alr Uquide Misr {Egypt) 87.99 % [
- Alr Liquide 6th of October (Egypt) B87.99 %
- Air Liquide 10th of Ramadan Egypt) 87.99 %
= - Shuaiba Onygen Company KSC (KoweR) 4962 % -P
- Al Liquide Sohar Industrial Gases LL.C. (Oman) 50.10 %
- Gasal {Qatar) 40%-E
Société Gabonaise d'Oxygdne et d'Acétyléns (Gabon) 80%-E 0O
I LAl Liquide Ghana Ld {Ghana) 100%-E O
0 Sociétd d'Oxygine et d'Acétyldne de Madajjascar {Madagascary 73.73%-E O
Société Malienne des Gaz Industriels (Mali} 9996%-E O
Air Liquide Maroc {Morocea) 7480% O
- Société Marocaine de Technique et d'Industrie {Momcco) 4999%-E O
Air Liquide Nigeria plc (Nigeria) 81.11%-E 0O
Sociéts Séndgalaise d"Oxygens &t d'Acétyléne (Sanegal) 7963%-E O
Société Togolaise des Gaz Industriels (Togo) 7057%-€E O
Air Liquide Tunisie {Tunisia) 59,17 % o]

Consolidated financial statements

E=4]) Daesung Sanso (South Korea) 40%-E O |
@ Société d'Oxygéne et I’ Acétyiéne d'Extréme-Orient (France) 100% ©O W
- Groupe Hong Kong Oxygen and Acstylene Cy Ltd (Hong Kong) 5%-P
- P. T. Air Liquids Indonesia (indonesia) 100 %
- Malaysia Oxygen Bhd (Mataysia) 1663 % -E
- Esqal (New Caledonia) 99.97 %
- Air Liquide Philippines Inc. {The Philippines} 100 %
- Ajr Liquide Pipeline Utilities Services Inc. (The Phifippines) 100 %
- Gaz de Potynésie (Polynesia) 100 %
- Alr Liquide Réunion {La Réunicn) 95.01 %
- Singapora Oygen Alr Liquide Pte._ Ltd {Singapore) 50%-P
- Ar Liquide Thaitand Ltd (Thattand) 100 %
- Eastom Industrial Gases Ltd (Thailand) 50%-P
Alr Liquige Beding Co. Ltd (China) 100 % o} a
Alr Liquide China Holding (China) W% DO 2
- Air tiquide Changshu Co. Ltd {China) 100 %
- Air Liquide Electronics Material Zhangiiagang Co. Eid (Ching) 100 %
- Air Liquide Nanjing Co. Ltd (China) 100 %
- Air Liquide Clingdac Co. Ltd (China} 100 %
- Air Liquide Qingdao 2 Go. Ltd {China) 100 %
- Air Liquide Rizhao Go. Ltd {China) 100 %
- Air Liquide Tianjin Bin Mai Co. Ltd (China} 100 %
- A Liquice Wied Indesstrial Gas Co. Ltd {China) 100 %
- Alr Liquide Zhejiang Ca. Ltc (China) 100 %
- Air Liquide Zhangjiagang Co. Ltd {China) 100 %
- Bejjing Hi-Tech Air Gases Co. Ltd {China) 50%-F
- SCIPIG [China) 50%-FP O
Air Liquids Engineering Services Asia Co. Ltd {China) 100 % n
Air Liquide Hangzhou {China) 6200 % D
Air Liquida Nantong Co. Ltd {China) 100 % o]
Air Liquide Peng Pu Ce. Ltd (China) 60 % a
Air Liquide Shenyang Teisan Co. Ltd (China} 100 % 8]
Alr Liquide Shanghai (China) Co. Ltd 100% O ]
- Air Liquide Pudong Co. Ltd [China) 100 %
- Wuxi Migh Tech Gases Co. Ltd {China) 50 % -P
Air Liquide $Shanghai International Trading (China) 100 % | ]
Alr Liquide Tianjin Co. Ltd (China) 100 % o]
Alr Liquide Wuxi Co. Ltd (China} 100 % | |
Air Uquide Korea Services (South Korea) 100 % oono
Air Liquide Engineering Ingia (India) 51%-E o]
Alr Liquide India Holding Pvt. Ltd. (India) 100 % a
Air Liquide Asia Pte Ltd [Singapore) 100 % o
Air Liquide Engineering South Asia (Singapore) 100%-E o]
@ Alr Uquide Far Eastern Ltd (Talwan) 65 % a] a
€ Ar Uquide Australia Ltd (Australia) 0% o0OO
- Alr Liquide Healthcare P/L ( Australia) 100 %
- Alr Liguida W.A, Pty Ltd { Australia) 60 %
- Air Liquide New Zealand Ltd (New-Zeland) 100 %
Air Liguide Pacific {Japan) 100 % coomo
- Air Liguide Japan L.td {Japan) 100 %
- Japan Air Gases Ltd {Japan) 55 %
- Toshiba Nano Analysis K.K {Japan) 208.05 %
- VitalAire Japan K.K. (Japan) 5%
- A-TEC Co., Ltd K.K. [Japan) 33%-E




Air Liquide Group's interest, as of December 31, 2006 in:

© Air Liquide Electronics Materials (France) O Société Martiniquaise de L'Air Liquide (Martinique)
100 % including 76.49 % held by L Air Liguide S.A, 71.70 % including 47.79 % held by Air Liquide International
and 23.51 % by Chemoxal and 23.91 % by Société d'Oxygene et d’Acétyléne

d'Extréme-Crient
@ Société des Gaz Industriels de France (France)

100 % including 65.13 % he!d by L'Air Liquide S.A. @ Air Liquid Proprietary Ltd (South Africa)
and 34.87 % by Societé Industrielle des gaz de ['air 83.09% including 80.61 % held by Air Liguide International
and 2.48 % by Société d'Oxygéne et d'Acétyléne
@ Air Liquide Deutschland GmbH (Germany) d'Extréme-Orient
100 % inctuding 92.48 % held by Air Liquide Industriegase
GmbH & Co. KG and 7.52 % by Air Liguide International @ Air Liquide Middle East {Middle-East)
In 20086, Air Liguide International transferred its shares in
© Air Liquide Large Industry $.A. (Belgium)(" Alr Liguide Alexandria (Egypt), Air Liquide E} Soukhna (Egypt)
100 % including 74.26 % held by Air Liquide Eurotonnage and Air Liquide Misr (Egypt).

and 25.74 % by Air Liquide International
® Société d'Oxygéne et d’Acétyléne de Madagascar

© Air Liquide Industries Belgium {(Belgium)(" (Madagascar)
100 % including 53.51 % held by Air Liquide Eurotonnage 73.73% including 36.91 % held by Air Liquide International
and 46.49% by Air Liquide International and 36.82 % by Société d'Oxygéne et d'Acétyléne

o d'Extréme-Orient
O Air Liquide Danmark A.S. (Denmark)
100 % including 43.01 % held by Air Liquide International Corp. @ Daesung Sanso (South Korea)

and 56.99 % by Air Liquide International 40 % including 20:% held by L'Air Liquide S.A.
o . and 20% by Air Liquide Japan Ltd
@ Aijr Liquide Industrie B.V. (The Netherlands)
100% including 55.37 % held by Air Liquide Eurctorinage © Société d'Oxygeéne et d'Acétyléne d’Extréme-Orient (France)
and 44.63 % by Air Liguide International 100 % including 86.8 % held by Air Liguide International

and 13.2 % by L' Air Liquide S.A.
O Lamers High Tech Systems (The Netherlands) oDy .

100 % including 51 % held by Air Liquide B.V. @ Air Liquide Shenyang Teisan Co. Ltd (China)
and 49 % by Air Liquide Electronics Systems 100 % including 50 % held by Air Liguide International

] L. and 50 % by Air Liquide Japan Ltd
0 Sociedade Portuguesa do Ar Liquido (Portugal)

99.95 % including 74 % held by Air Liquide International, @ Air Liguide Shanghai Co. Ltd (China)
25.93 % by L'Air Liquide S.A. 100 % including 90.77 % held by Air Liguide International
and 0.02 % by Air Liquide Santé International and 9.23% by Air Liquide Japan Ltd
® Carbagas (Switzerland) . @ Air Liguide Pudong Co. Ltd (China)
70% including 40 % held by Carba Holding 100 9% including 75 % hetd by Air Liquide Shanghai
and 30 % by Air Liguide International and 25 % held by Air Liquide Japan Ltd
@ Air Liquiqe Be!gium NV S.A. (Belgiulm)l . ® Air Liquide Korea Services (South Korea)
99.97 % including 50.01 % held by Air Liguide Belge S.A. 100 9% including 50 % held by Air Liquide International
{99.95 % held by the Group) and 50 % by Air Liguide Japan Ltd

and 49.99 % by Air Liguide International @
@ Air Liquide Far Eastern Ltd (Talwan)

© Air Liquide Benelux NV S.A. (Belgium) 65 % including 32.83 % held by Air Liquide International
©0.97 % including 50.01 % held by Air Liguide Belge S.A. and 32.17 % by Air Liquide Japan Ltd
{99.95 % held by the Group)
and 49.99 % by Air Liguide International @ @ Air Liquide Australia Ltd (Australia)
100% including 72.74 % held by Air Liquide international Corp.
® Société des Gaz Industriels de la Guadeloupe (Guadeloupe) and 20.26 % by Société d'Oxygéne et d'Acétyléne
93.50 % including 62.34 % held by Air Liquide International d'Extréme-Orient

and 31.16 % by Société d'Oxygéne et d'Acétyléne
d’Extréme-Orient

Companies marked with P are consolidated by proportional method and those marked with E by the equity method. Cther companies
are fully consolidated.

The total Group interest is given after the name of each company.

Voting rights are not different from the percentages of ownership held.

(1) In 2008, Air Liguide International acquired the shares held by Air Liguide Industries Belgium in Air Liguide Eurotonnage (France). In addition, Air Liquide Eurotonnage
{France) acquired the shares held by Air Liquids Intarnationa! in Air Liquide Industries Belgium (Belgium) and Air Liquide Large Industry S.A. (Belgium).

(2) In 2008, Air Liguide Intemational acquired the shares held by Air Liguide Industries Belgium in Air Liquide Belgium NV S.A. (Belgium) and Air Liquide Benelux NV S.A.(Belgiurm).
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Statutory accounts of the parent Company

Balance sheet

For the year ended December 31

As of December 31, 2005 As of December 31, 2006
Depreciation, amortization
1_02 In millions of euros Net Gross and provision
= ASSETS
% Intangible assets 63.7 188.7 125.9 62.8
LIt Tangible assets
E Land 241 37.0 14.1 229
'p) Real estate units -
_d Additionat value arising from revaluation 21 21
% Buildings 308 88.9 51.9 37.0
= Plant. machinery and equipment 783 287.6 210.0 776
% Recyclable sales packaging 0.3 0.5 0.3 0.2
T Other tangible assets 17.1 61.0 429 18.1
Tangible assets under construction 11.8 124 121
Prepayments - tangible assets 1.2 1.4 i.4
163.6 490.6 321.3 169.3
Financial Investments
Equity investments 6,596.7 7,657.8 62.2 7,495.6
Loans to equity affiliates 1.2 1.2 1.2
Other long-term investment securities 75.5 1421 12.5 129.6
Loans 3.1 5.0 5.0
Other long-term investments 25 33 33
6,679.0 7,709.4 74.7 7.634.7
Total non-current assets 6,906.3 8,388.7 521.9 7,866.8
Inventories and work-in-progress
Raw materials and other supplies 87 6.8 0.2 6.6
Work-in-progress a.2 2.6 0.3 9.3
Semi-finished and finished goods 38.1 43.8 24 41.4
56.0 60.2 29 57.3
Prepayments and advances paid to suppliers 32.7 189 18.9
Trade receivables
Trade receivables and related accounts 377.2 3083.2 243 368.9
Amounts receivable from affiliates and other receivables 683.2 640.0 1.5 638.5
1,060.4 1,033.2 25.8 1,007.4
Bank, postal checks, cash 8.8 26.8 26.8
Prepayments and miscellaneous 37 27 27
Total current assets 1,161.6 1,141.8 28.7 1,113.1
Deferred charges 1.7 1.4 1.4
Bond redemption premiums 21 1.7 1.7
Unrealized foreign exchange losses 04 0.4

TOTAL ASSETS
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Statutory accounts of the parent Company

As of December 31, 2005 As of December 31, 2006
Before approval of the Before approval of the After approval of the

In millions of euros | financial statements financial statements financial statements E
LIABILITIES AND SHAREHOLDERS' EQUITY =
Shareholders’ equity ] g
Share capital 1,204.9 1,332.6 1,332.6 Ll
Additional paid-in capital : 147 .4 75.3 753 E
Revaluation reserve ‘ 255 25.5 255 W
Reserves: <—£|
w Legal reserve ' 120.1 120.5 133.3 (—_)
= Tax-driven reserves 307.8 307.8 307.8 <
m General reserve 290 1.8 1.8 %
u Contingency reserve I 89.5 60.5 £89.5 TR
m Depreciation or amortization fund 2.3 2.3 2.3
» Translation reserve P 7.7 7.7 7.7
Retained earnings 694.4 860.8 898.6
Net profit for the year ! 597.1 547.6
Sub-total ' 2,854.4
Accelerated depreciation . 49.1 47.9 47.9
Other tax-driven provisions 0.2 0.1 0.1

! 3,255.0 3,399.4 2,902.4
Provisions '
Provisions for contingencies . 70.6 39.0 39.0
Provisions for losses 25.0 17.6 17.6

‘ 95.6 56.6 56.6
Liabilities
Other bonds ' 1,000.0 1,000.0 1,000.0
Bank borrowings ' 923.7 907.2 907.2
Other borrowings ‘ 45.0 487 487
Prepayments received from customers 95.5 92.8 928
Trade payables and related accounts 248.7 261.0 261.0
Tax and empioyes-related liabilities 202.5 2426 2428
Amounts payable in respect of ﬂxeld assels
and related accounts 5.0 6.8 68
Amounts payable to affiliates and bther liabilities 2,170.0 2,945.6 20456
Dividends ‘ 497.0
Deferred income and miscelianeous 30.7 226 22.6

' 4,721.1 5,527.3 6,024.3
Unrealized foreign exchange gains a4 o1
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 8,071.7 8,983.4 8,983.4

|
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Statutory accounts of the parent Company

Income statement

For the year ended December 31

in millions of euros

Operating revenue

9]
E Sales of :
LL a Goods 1,053.3 1,118.4
LEL! m Services and related activities 406.8 4313
Ig: Net revenue 1,460.1 1,549.7
}_U—) Change in inventories of goods and services (8.8) (1.2)
_ Production of assets capitalized 30.1 26.9
g QOperating subsidies 0.7 1.5
LZ) Reversals of provisions 13.6 12.0
<L Expense reclassifications 4.0 14.1
LZ]_ Cther revenues 162.9 196.0
Sub-total 202.5 249.3
Total | 1,662.6 1,799.0
Operating expenses
Purchases of raw materials and other supplies 173.4 164.1
Change in inventories of raw materials and supplies 0.7 0.3
Other purchases 376.8 451.7
External charges 4048 545.9
Duties and taxes other than corporate income tax 28.9 328
Wages, salaries and provisions for paid vacation 238.0 245.1
Social security contributions and similar charges 169.6 178.0
Depreciation, amortization and impairment losses:
® On non-current assets: depreciation and amortization 45.3 47.2
= On current assets: depreciation 8.2 13.2
For contingencies and losses: charges 1o provisions i8 1.1
Other charges 0.9 6.4
Total Il 1,548.4 1,685.2
Net operating profit / (loss) {I-1l) 114.2 113.8
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Statutory accounts of the parent Company

In millions of euros 2005 2006
Financial income
Financial income from equity affiliates 525.2 588.2
Revenues from other marketable securities and long-term loans 1.3 14.4
Other interest and similar income 0.3
Reversals of impaimment and provisions 0.4 0.1
Foreign exchange gains X 1.9 1.6
Total lil 538.8 604.6
Financial expenses )
Amortization, impairment and provisions 0.7 1.1
Interest and similar charges 157.3 170.3
Foreign exchanga losses 2.4 24
Total IV 160.4 173.5
Net profit / (loss) from financial items {i1-1v) 378.4 4311
Net profit / (loss) from ordinary activities before tax {I-11+11l-1V) 492.6 544.9
Exceptional income
Exceptional income from non-cépital transactions a8 43
Exceptional income from capital transactions 297.8 4.8
Reversals of impairment and provisions 38 47.7
Totat vV 3.4 56.8
Exceptional expenses .
Exceptional charges on non-capital transactions 32 15.8
Exceptional charges on capital transactions 111.8 13.5
Exceptional depreciation, amortization, impairment and provisions 56.4 14.4
Total VI 171.4 43.7
Net exceptional items (V-VI} 140.0 131
Statutory employee profit-sharing 1.7 2.6
Corporate income tax , 338 7.8
Net profit for the year 5871 547.6
155.8

Of which is non-recurring capital gains
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Statutory accounts of the parent Company

Notes

1 ‘Accounting policies

1.1. General principles

The balance sheet and income statement of L'Air Liquide S.A.
have been prepared in accordance with the French General
Chart of Accounis {Plan Comptable Général) and the French
Company Law (Code de commerce), and particularly in com-
pliance with the accounting rules specified by the French
Accounting Regulation Committee (Comité de la Reégle-
mentation Comptable) CRC 2002-10 of December 12, 2002
and 2004-06 of November 23, 2004 regulations regarding the
definition, measurement, recognition, impairment and depre-
ciation and amortization of assets.

1.2. Non-current assets
1.2.1. Intangible assets

internally generated intangible assets primarily include the
development costs of information management systems.
They are capitalized only if they generate probable future eco-
nomic benefits. Internal and external costs corresponding to
detailed application design, programming, the performance of
tests and the drafting of technical documentation intended for
internal or external use are capitalized.

Significant maintenance and improvement costs are added to
the initial cost of assets if they specifically meet the capitaliza-
tion criteria.

Cther intangible assets include separately acquired intangible
assets such as software, licenses, certain businesses and intel-
lectual property rights and are measured at acquisition cost.

Intangible assets are amortized according to the straight-line
method over their estimated useful ives. Information manage-
ment systems are generally amortized over 5 years.

1.2.2. Tangible assets

Land, buildings and equipment are recognized at historical
cost, with the exception of items of property, plant and equip-
ment acquired prior to December 31, 1976 which are stated
at their revalued amount on this date, under the provisions
of Law 76-1232 of December 29, 1976. Interim interest
expense is not included in the cost.

Where appropriate, the costs of dismantling or retiring an
asset are added to the initial cost of the asset and a provi-
sion is recognized to cover such costs.
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Where compenents of a tangible asset have different useful
lives, they are accounted for separately and depreciated over
thelr own useful lives.

Depreciation is computed according to the straight-ling
method over their estimated useful lives as follows :

w buildings: 20 years,

m cylinders: 10 to 20 years,

a plants: 15 to 20 years,

m pipelines: 15 to 35 years,

® other equipment: 5 to 15 years.

Land is not depreciated.

1.2.3. Impairment of intangible and tangible assets

The Company assesses at each closing date whether there
is any indication of impairment loss of intangible and tangi-
ble assets. If such indications exist, an impairment test is per-
formed to assess whether the carrying amount of the asset
exceeds its present value, which is defined as the higher of its
fair value less costs to sell and its value in use,

In assessing value in use, the estimated future cash flows
are discounted to their present value as for an investment
decision.

When the present amount of an asset is lower than its net car-
rying amount, an impairment loss is recognized in the income
statement. When the present value exceeds the carrying
amount, the previously recognized impairment is reversed to
the income statement.

1.2.4. Equity investments

Equity investments are recognized at their initial amount on
the entry date, with the exception of those subject to a reval-
uation as provided by Law 76-1232 of December 29, 1976.
Share acquisition costs, that are not representative of mar-
ket value, are expensed.

When the carrying amount, determined using the criteria
normally adopted for the measurement of equity investments
{capital valug, net asset value), is lower than the gross amount,
an impairment loss is recognized for the difference.

1.2.5. Other long-term investment securities

When the Company purchases its own shares, they are rec-
ognized at cost as treasury shares in other long-term invest-
ment securities. The gains or losses on disposal of treasury
shares contribute to net profit for the year.




1.3. Inventories and work-in-progress

Raw materials, supplies and goods are primarily measured
at weighted average cost.

Work-in-progress and finished goods are measured at pro-
duction cost calculated using a standard cost adjusted for
annual cost variances. Production costs include direct and
indirect production expenses.

A provision is recognized for inventories and work-in-progress
when the estimated realizable amount is lower than cost.

Regarding the costs of research carried out under contracts
signed with the French State or third parties, those costs
assumed by the Company give rise to an impairment loss at
the year-end.

1.4. Trade and other current receivables

]
Trade and other current receivables are measured at histori-
cal cost less provisions.

Provisions are recognized when it becomes probable that the
amount due will not be colledted and the loss can be rea-
sonably estimated. Impairment losses are estimated by tak-
ing into account historical losses, age and a detailed risk
estimate,

1.5. Foreign currency transactions

Foreign currency transactions are translated at the rate of
exchange prevailing on the transaction date, with the excep-
tion of forward hedging transactions that are translated at the
hedging rate.

At the year-end, the difference arising from the transtation of
receivables and payables, not subject to a forward hedge and
denominated in a foreign curfency, are recognized in sus-
pense accounts in assets and liabilities (*Currency transla-
tion differénces accounts”).

Unrealized foreign exchange losses are subject to a contin-
gency provision.

1.6. Provisions
Provisions are recognized when:

|
o the Company has a present obligation as a result of a past
event,
m it is probable that an outflow of resources embodying eco-
nomic benefits will be required to settle the obligation,
m a reliable estimate can be made of the amount of the obligation.
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A provision for onerous contracts is recognized when the
expected benefits from the contract are lower than the cost
of meeting the cobligations under the contract.

1.7. Financial instruments

Gains or losses relating to financial instruments used in hedg-
ing transactions are determined and recognized in line with
the recording of income and expenses on the hedged items.

When the financial instruments used do not constitute hedg-
ing transactions, the losses resulting from their year-end fair
value measurement are provided for in the income statement.
Pursuant to the prudence principle, unrealized gaing are not
recognized in the income statement.

1.8. Post-employment henefits

The Company applies CNC recommendation 2003-R01 relat-
ing to the recognition and measurement of retirement bene-
fits and similar obligations as of January 1, 2005.

The Company provides its employees with various pension
plans, termination benefits, jubilees {awards based on years of
service) and other post-employment benefits for both active
employees and retirees. These benefits are covered in two ways:
= by so-called defined contribution plans,

w by so-called defined benefit plans.

Defined contribution plans are plans under which the
employer's sole obligation is to pay regular contributions.
The employer does not grant any guarantee on the future level
of benefits paid to the employee or retiree (*means-based obli-
gation"). The annual pension expense is equal to the contri-
bution paid during the fiscal year which relieves the employer
from any further obligation.

Defined benefit plans are those by which the employer guar-
antees the future level of services defined in the agreement,
most often depending on the employee’s salary and senior-
ity ("reésult-based obligation"). Defined benefit plans can be :
m either financed by contributions to a fund specialized in
managing the contributions paid,

m Or managed internally.

The Company grants both defined benefit and defined con-
tribution ptans.

Defined benefit plans, retirement and similar obligations are
measured by independent actuaries, according to the pro-
jected unit credit method. The actuarial calculations mainly
take into account the following assumptions: salary increases,
employee turnover, retirement date, expected salary trends,
mortality, inftation and appropriate discount rates (4.50% as
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of December 31, 2006).

Actuarial gains and losses exceeding the greater of 10% of
the obligations or 10% of the fair value of plan assets at the
beginning of the reporting period are amortized on the
expected average working lives of the plan participants.

In accordance with the option offered by CRC recommenda-
tion 2003-R01, the Company maintained its previous practices:
obligations relating to retirement termination benefits and long-
service medals are provided for, whereas retirement obligations
relating to defined benefit plans are not provided for and are
outlined in the notes.

1.9. Revenue recognition
1.9.1. Revenue from the sale of goods and services

Revenue from the sale of goods is recognized when the risks
and rewards of ownership have been transferred to the buyer.

Revenues associated with service delivery is recognized in ref-
erence to the stage of completion of the transaction at the
batance sheet date when they can be reliably measured.

1.9.2. Engineering and construction contracts

Revenue from construction contracts, its related costs and
margin are recognized using the completed contract method.

When it is probable that total contract costs will exceed total
contract revenue, the expected loss is recognized as an
expense immediataty.

1.10. Tax consolidation

L’Air Liquide S.A. has set up a tax consolidation group with
the French subsidiaries that it holds by more than 95%,
directty or indirectly, as defined by Article 223 A of the French
General Tax Code.

Each company calculates its tax provision as if it was taxed
separately. L'Air Liquide S.A., as the head for tax consclida-
tion group, recognizes as an expense the tax comesponding
to its own profits and recognizes in a current tax account
the impact of restatements and eliminations performed when
determining taxable profit as a whole in addition to the tax
deferrals of companies with losses.
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1.11. Research and development expenditures

Development costs shall be recognized as assets if and only
if the Company can demonstrate all the following:

u the project is clearly identified and the related costs are indi-
vidualized and reliably monitored,

a the technical feasibility of completing the intangible asset so
that it will be available for use or sale is demonstrated,

u there is a clear intention 1o complete the intangible asset
and use or sell it,

it is probable that the project will generate future economic
benefits for the Company.

It is considerad that the conditions required by accounting
standards for the capitalization of development costs are not
met, since expenditures do not systematically result in the
completion of an intangible asset that will be available for
use or sale.

As a result, the development costs incurred by the Company
in the course of its research and development projects are
expensed as incurred.
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2| Notes on informatjon relating to statutory accounts

&
2.1. Intangible and tangible assets uZ_,
Changes in gross value break down as follows: L%
Gross value Additions Disposals Gross value z
as of January 1, as of December 31, —
In millions of euros 2006 2006 W)
Intangible assets ' Z{l
Concessions, patents, licenses 68.3 3.1 714 O
Other intangible assets 1206 21.1 (24.4) 17.3 %
Total 188.9 24.2 (24.4) 188.7 =z
Tangible assets L
Land 36.9 03 (0.2) 37.0
Real estate units
Additional value arising from revaluation 2.1 2.1
Buildings ‘ 79.9 10.6 {16 88.9
Plant, machinery and equipment 279.3 13.1 (4.8) 287.6
Recyclable sales packaging 0.5 0.5
Other tangible assets 56.6 7.3 (2.9) 61.0
Tangible assets under construction 11.8 17.3 (17.0) 12.1
Payments on account - tangible ‘assets 1.2 0.3 " {01} 14
Total . 468.3 48.9 (26.5) 490.6
Note : '

The decrease of infangible assets was primarily due to the retirement of computer software for (18.0) milion eurgs, further to the implementation of new upgrades.
|

Changes in depreciation and impainnent losses break down as follows:

Depreciation and Depreciation Decreases, Reversel of Depreciation and

impairmens losses dispasals, Impairment impairment losses

as of January 1, scrappings losses  as of December 31,

In millions of euros 2008 2005

Intangible assets 125.2 24.0 (13.8) (9.5) 1259

Tangible assets 304.7 23.2 (6.6} 3213

Total “ 4299 472 (20.4) 9.5 447.2
Notes:

Depreciation totaled 47.2 milion euros in 2006.
With respect to disposals, retirements and transfers, depreciation for {20.4) million euros was reversed.
A reversal of impairment losses of (9.5) million euros was recognized for IT projects.
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2.2. Financial investments
Changes in gross value break down as follows:

Gross value Increases Decreases Gross value
as of January 1, as of December 31,

In milliens of euros 2006 2006

Equity investments

Companies operating in France 4,753.4 9135 (1.1) 5,665.8
Companies operating outside of France 1,892.0 1,892.0
Total 6,645.4 913.5 {1.1) 7,657.8
Loans to equity &ffiliates 1.2 1.2
Other long-term investment securities 88.0 131.2 (77.1) 1421
Loans 3.1 3.2 {1.3) 5.0
Other 2.5 1.0 {0.2) 3.3
Total 6,740.2 1,048.9 (79.7) 7,709.4
Notes :

(1) The increase in the Company’s equity investments operating in France was due to:
 the capital increases of the subsidiaries Air Liquide International for 900.0 million euros and Air Liquide Innovation for 10.6 milion suros,
w the purchase of securities from the subsidiary Cryopal for 2.9 million euros.

(2) The decrease in equity investments in companies operating in France was due to tha disposal of securities of the company Usifroid for (1.1) milion euros.

{3} The change in other long-term investment securities mainty coresponds 1o
w the acquisition of Gompany treasury shares pursuant to the fourth resolution of the Combined Shereholders’ Mesting of May 10, 2006 for 131.1 million suros,
m the cancellation of these shares pursuant to the fourth resolution of the Combined Shareholders’ Meeting of May 11, 2005 in the amount of (77.1) milion euros.

In accordance with the provisions of Article L.233-6 of the French Company Law, it should be noted that the Company
performed the following transactions in 2006:

m disposal of 99.47% owned Usifroid,

m increase of investment in Cryopal from 1.24% to 99.99%.
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2.3. Shareholders’ equity .

As of December 31, 2008, share capital was comprised of 121,149,189 shares each with a par value of 11 euros. W

The portion of share capital arising from the special revaluation reserve totals 71.4 million euros. E

As of December 31, Appropriation of QOther As of December 31, %

2005 (before 2005 net profit changes 2006 (before LLl

appropriation of  (following decision appropriation of "&

earnings)  S.H.M. of May 10, earnings) [

In miltions of euros 2006) w

Share capital (7 1,204.9 127.7 1,332.6 <—(1

Additional paid-in capital (1 147.4 (72.1) 75.3 6

Special revaluation reserve 25.5 25.5 =

Reserves: <Z(

m Legal reserve 1201 0.4 120.5 C
» Tax-driven reserves 307.8 307.8
= General reserve (1 29.0 (27.2) 1.8
= Contingency reserve 69.5 69.5
a Depreciation and amortization fund 2.3 2.3
u Translation reserve I 7.7 7.7
Retained earnings @ 694.4 164.6 1.8 860.8
Net profit for the year ! 597.1 (697.1) 547.6 547.6
Accelerated depreciation 491 (1.2 47.9
Other tax-driven provisions . 0.2 0.1} 0.1
Total 3,255.0 (432.1) 576.5 3,399.4

{1) The change in the “Share capital”, “Additional paid-in capital” and “General reserve” headings results from the following transactions:

m Capital increases in the amount of 133.8 million euros that break down as follows:

- Capital increasa of 10.8 million euras, resutting from the exercise of 980,608 subscription options,

The "Additional paid-in capital” heading was increased by the amount of issua premiums relating to these capital increases i.e. 94.9 million suros.

- Capital increass of 123.0 million euros, approved by the Board of Directors on May 10, 2006 resulting from the granting for no consideration of one new share for
ten existing shares {issuing 11,180,106 naw shares) by reducing the “additional paid-in-capital” heading in the amount of {96.0) million euros and “general reserve”
i the amount of (27.0) million eures.

u Capital decrease by (5.1} million eutos, approved by the Management Board on Fabruary 24, 2008, by canceling 550,000 treasury shares.

The "Additional paid-in capital” heading was reduced by the amount of issue premiurmns relating to these shares, i.e. (71.0) milion eurcs.

(2) The change in “Retained earnings”® is primarily comprised of the differance between the estimated bonus dividend and the bonus dividend actually paid and the
canceliation of the dinadand pertairirg to treasury shares.

{3) Amounts distributed.

2.4. Impairment and provisions Impairment breaks down as follows:

2.4.1. Impairment In miliions of euros 2005 2006

Impairment is recognized when the asset's carrying amount Intangible asssts a5

is lower than its entry value. Equity investments 48.7 62.2
Other long-tarm investment securities 125 12,5
Inventories and work-in-progress 5.0 29
Trade receivables and related accounts 16.1 243
Amounts receivable from affiliates
and other receivables 1.8 1.5
Total 93.6 103.4
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The net change in impairment is represented by charges for
27.6 million euros, utilizations for (12.8) million euros and can-
cellations for (5.0) millien suros.

2.4.2. Tax-driven provisions

Tax-driven provisions break down as follows:

In millions of euros 2005 2006
Accelerated tax depreciation 49.1 47.9
Other special provisions

in the form of a tax exemption g.2 Q.1
Total 49.3 48.0

The net change in accelerated depreciation is represented by
net reversals and cancellations for (1.2) million euros, per-
formed under normal depreciation and amortization policies.

The net change in other special provisions is represented by
cancellations for (0.1) million euros.

The movements recorded in tax-driven provisions increased
net profit for the year by 0.9 million euros. (2005: increase in
net profit by 1.8 million euros).

Tax options were used to a maximum extent.
2.4.3. Provisions
Provisions include:

a} provisions for industrial tax and sales contingencies and Iit-
igation,

b} contingency provisions intended to cover:

u vesting rights with regard to retirement termination benefits,
m probable losses due to segmental risks or on the launch of
new busingsses.

2.5. Debt maturity analysis, prepayments and deferred income

Assets

in millions of euros

¢) provisions for restructuring expenses and jubilee awards.

Provisions break down as follows:

In millions of euros 2005 2006
Povisions for contingencies

Provisions for contingencies and litigations 326 4.4
QOther contingency provisions 38.0 346
Total 70.6 39.0
Provisions for losses 25.0 17.6
Total 95.6 56.6

The net change in provisions for contingencies and losses is
represented by charges for 1.6 million euros, utilizations for
(22.2) milion euros and cancellations for (18.4} million euros.

The utilizations primarly concern the definitive loss in connec-
tion with a contract implementing advanced technologies for
(21.8) million euros.

The cancellations primarily represent provisions intended to
hedge :

m the reorganization of the industrial customers activity for (7.0)
million euros,

» the risk concerning the implementation of advanced tech-
nologies for (6.3) million euros.

The provision for vested rights with regard to retirement ter-
mination benefits totaled 25.3 million euros (2005: 25.8 mii-
lion euros).

2006
More than
1 year

1 year or
less

Loans to equity affiliates 1.2 1.2 1.2
Loans 3.1 5.0 1.5 35
Cther long-term investments 2.5 3.3 2.1 1.2
Total 6.8 8.5 3.6 5.9
Trade receivables and related accounts (1t 393.3 393.2 393.2

Amounts receivable from affiliates and other receivables 685.0 640.0 612.3 27.7
Prepayments and miscellaneous 3.7 2.7 2.7

Total 1,082.0 1,035.9 1,008.2 277
Grand total 1,088.8 1,0454 1,011.8 33.6
{1) Including notes receivable 71 6.9 6.9
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Liabilities
2006 W
1 year or More than 5 p
N less years 5
In millions of euros §
Other bonds 1,000.0 1,000.0 500.0 500.0 Lt
Bank borrowings {1 923.7 907.2 22 8325 725 ]<_i
Other borrowings 450 48,7 28.6 201 5
Payments received from custoners 95.5 92.8 811 18.4 13.3 <—1\J
Trade payables and related accounts (& 248.7 261.0 261.0 6
Tax and employee-related liahilities 202.5 242.6 2422 0.4 =
Amounts payable in respect of fixed assets <ZE
and related accounts R 5.0 6.8 6.8 (T
Amounts receivable from affiliates and other receivables 2,170.0 2,945.6 2,945.6
Unrealized foreign exchange gains 30.7 2286 22.6
Grand total 47211 5,527.3 3,570.1 1,371.4 585.8
{1) Including current bank loans and crédit balance bank accounts 18.1 2.2 2.2

(2) Including notes payable .
(3} Including notes payable on non-curtent assets

2.6. Accrued income and accrued expenses

In millions of euros 2005 2006
Accrued income '

Accrued income included in the following balance sheet items:

Trade receivables and related accounts 2.7 2.1
Amounts receivable from affiliates and other receivables 13.4 32.3

Total ! 161 34.4
Accrued expenses '

Accrued expenses included in the following balance sheet items:

Cther bonds

Bank borrowings

Other borrowings 1.0 1.3
Trade payables and related accounts 49,0 85.5
Tax and employee-related liabilities 439 46.7
Amounts payable on fixed assets-and related accounts 04 1.1
Amounts payable to affiliates and other liabilities 48.9 33.1
Total 143.2 147.7
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2.7. Prepayments, deferred income and deferred charge

S

Prepayments and deferred income include income and expense items recorded during the period but refating to a subsequent

period.

Deferred charges are reprasented only by loan issue premiums.

2.8. ltems concerning related undertakings

In millions of euros

Balance sheet

2005 2006
Of which related

undertakings

Of which related
undertakings

Trada receivables and related accounts 303.3 57.4 383.2 739
Amounts receivable from affiiates and other receivables 685.0 569.4 640.0 542.3
Other bormowings 45.0 48,7

Trade payables and related accounts

(including amounts payable on fixed assets) 253.7 160.6 267.8 164.5
Amounts payabls to affiliates and other liabilities 2,170.0 2,109.4 2,9456 2,903.2
Income statement

Financial expenses 160.4 114.4 173.5 94.5
Financial income 538.9 5311 604.6 601.3

2.9. Off-balance sheet commitments

Off-balance sheet commitments break down as follows:

In millions of euros 2005 2906
Commitments received

Endorsements, securities and guarantess received 0.8 3.9
Total 0.8 0.9
Commitments given

Endorsements, securities and guarantees given  27.7 39.4
Finance lease instalments payable 1.1

To Air Liquide Finance and Air

Liquide US LL.C on transactions performed  1,140.0 1,120.0
Total 1,168.8 1,159.4

To separate the industrial activities from the financing activ-
ity, L'Air Liquide S.A. set up Air Liquide Finance, a fully-owned
French subsidiary. In addition, Air Liquide Finance set up the
fully-owned Air Liquide US LLC, in order to borrow from the
US market.

In 2001, L Air Liguide S.A. transferred to Air Liquide Finance
the cash and interest rate risk financing and management
activity for the Group.
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Insofar as the sole activity of Air Liquide Finance and Air
Liquide US LLC is the Group’s financing, L' Air Liguide S.A.
is required to guarantee the issues performed by these
companies.

2.10. Financial instruments

Unsettled derivatives as of December 31, 2006 break down
as follows:

2005

2006
Carrying  Fair value
value difference

Carrying Fair value
In millions of euros

value difference

Foreign exchange risk

Currency forwards 57.1 3.1) 39.0 1.5
Total 571 (3.1) 39.0 1.5
Interest rate risk

Interest rate swaps 72.5 (2.9 725 0.4
Total 725 (2.9) 72.5 0.4

The fair value difference represents the difference between the
derfvative's valuation and the value of the contract determined
at the closing year-end exchange rate.




|
Insofar as these instruments are all allocated to hedging trans-
actions, the fair value differenc:es have no impact on the finan-
cial statements for the 2006 elmd 2005 year-ends.

2.11. Net sales

In millions of euros 2005 2008
Breakdown by business secto:r

Gas and Services : 1,260.5 1,348.6
Engineering and Construction | 189.6 203.1
Total | 1,460.1 1,549.7
Breakdown by geographical a;rea

France : 1,395.0 1,464.6
Abroad . 65.1 85.1
Total ' 1,460.1  1,549.7

Total net sales as of Decembe!er 31, 2006 increased by 6.1%.
Gas and Services net sales increased by 6.8%.

Engineering and Construction net sales, recorded using the
completed contract method, increased by 1.8%, but varied
from quarter to quarter or period to period depending on the
invoicing dates.

2.12. Expense mclassificatit:)ns

In 2008, expense reclassifications primarily include the reclas-
sification to exceptional items of :

m the expenditure incurred following claims with regard to col-
lected insurance compensation for 0.7 million euros (2.8 mil-
lion euros in 2005), !

m expenses from the reorganization of the industrial customers
activity for 13 million euros. !

2.13. Exceptional income and expenses

Exceptional income and expenses in 2006 primarily include:
= the capital gain on the dispcl)sal of the Société d'Utilisation
Scientifique and Industrielle du Froid securities for 1.4 million
euros, -

m net provisions for the revergal of equity investment write-
downs for (13.6) million euros,

m a 25.3 million euro reversal of contingency provisions with
respect to the implementation of advanced technologies com-
pleted in 2006 for which the contract was invoiced. The cor-
responding Engineering and Construction loss was recorded
in operating expenses, !

m a reversal of a tax contingency provision for 2.8 million
€uros,

m net costs of a provision revarsal for the restructuring of the
Industrial Customers activity for (6.1) million euros,

m exceptional income relating to the invoicing of lost packag-
ing for 3.0 million euros.

Statutory accounts of the parent Company

In 2005, they primatily included:

m the capital gain recorded with respect to the disposal of
Séchilienne-Sidec securities in the amount of 161.3 million euros,
m the capital gain arising from the exchange of L'Air Liquide S.A,
treasury shares for shares of Société d'Oxygéne and
d'Acétyléne d'Extréme-Orient (SCAEQ) as part of the simplified
public exchange offer in the the amount of 24.4 million euros,
m a provision for the reorganization of the industrial customers
activity and an exceptional impairment for IT projects (30.7
million eurcs), an additional provision for retirement termina-
tion benefits (7.2 milion euros) and provisions for technolog-
ical risks (5.3 million euros).

2.14. Retirement and similar plans

The Cornpany and a number of subsidiaries in France under
the same Group agreement grant:

2.14.1. Group retirement benefit guarantee agreement
Additional benefits to retirees (5,155 retirees as of December
31, 2006) and to employees over 45, or with more than 20
years of service as of January 1, 1996 (749 employees as of
December 31, 2006). These benefits provide a supplemental
retirement income based on final pay, which is paid in addi-
fion to the other normal retirement benefits. This plan was ter-
minated on February 1, 1996, The annual amount paid with
respect 1o this plan cannot exceed 12% of payrolt or 12% of
pre-tax profit for the companies involved. As a result of the
plan's termination, this 12% value will be reduced starting in
2010, based on the annual decrease in the number of retirees.
The contributions amounted to 35.4 million euros in 2006
(34.0 million euros in 2005) after reinvoicing subsidiaries.
Without the limits described above, the actuarial value of the
annual contributions paid to retirees and those eligible as of
December 31, 2006, would be equal to approximately 669.5
million euros (525.8 million euros for retirees and 143.7 million
euros for active employees).

Up to 8.9 million eurcs will be reallocated to the subsidiaries of
L'Air Liquide S.A. included within the scope of the Group
agreement.
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2.14.2. Externally funded plan

An externally funded defined contribution plan for other
employees not in the plan mentioned above (4,648 employ-
ees as of December 31, 2006) with at least one year of serv-
ice. Contributions to this plan are jointly paid by the employer
and employee. For fiscal year 2006, employer coniributions
amounted to 5.5 million euros, (5.2 million euros in 2005},

2.14.3. Retirement termination benefits and
long-service medals

The comesponding obligations are provided for in the amount of
25.3 million euros (net of tax) and 2.5 million euros, respec-
tively.

2.14.5. Evolution of retirement cbligations and similar benefits

In millions of euros

Defined
bgneﬁt plan

2.14.4. Calculation of actuarial assumptions
and methods

The calculations with respect to the Group’s retirement ben-
eiit guarantee agreement, retirement termination benefits and
long-service medals are performed by independent actuar-
ies using the projected unit credit method.

Actuarial gains and losses exceeding the greater of 10% of
the obligations or 10% of the plan assets are amortized on
the expected average working lives of the plan participants.

The actuarial assumptions (turnover, mortality, retirement age,
salary increase) vary according to demographic and economic
conditions.

The discount rates used to determine the present value of
obligations are based on Government bonds or High-quality
Corporate bonds, with the same duration as the obligations
at the valuation date.

Company obligations with respect to pension plans and similar benefits break down as follows:

Retirement
indemnities

Long service
awards

Obligations as of December 31, 2005 699.9 39.7 2.5 742.1

Service cost 5.2 2.1 0.1 7.4

Interest cost 28.9 1.6 0.1 30.6
Employee contributions

Plan amendments

Curtailment / Settlement

Acquisition / (Divestiture) / Merger

Benefit payments (39.2) (3.3} 0.1} (42.6)
Actuarial (gains) / losses (25.3} 0.1 (25.4}
Exchange rate movements

Obligations as of December 31, 2006 669.5 40.1 2.5 7121
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2.15, Statutory employee profit-sharing

The statutory employee profit-sharing was calculated under
the terms and conditions of the agreement concluded on
June 26, 1898, in addition to the amendments of September
7, 1998 and June 13, 2000 and registered with the French
Laber Ministry on June 29, 1998, September 18, 1998 and
June 23, 2000 respectively. -

2.16. Corporate income tax

Corporate income tax totaled 7.8 miilion euros, compared to
33.8 million in 2005,

It breaks down as follows, after appropriation of add-backs,
deductions and tax credits re?lating to profits:

In millions of euros 2005 2006
Net profit from ordinary activities before tax 7.8 7.0
Net profit from exceptiona) iterms excluding transfers 24.0 0.1
Transfers

Additionat contributions 2.0 0.7
Total 33.8 7.8

In accordance with the provisions of Article 223 quater (iv)
of the General Tax Code, it should be noted that deprecia-
tion and amortization and lease payments considered ag non-
deductible under Article 39.4 of the same code amounted to
0.4 million euros (2005: 0.4 million euros),

The Company adopted the tax consclidation regime to deter-
mine corporate income tax

2.17. Deferred taxes

Deferred taxes arise from the timing differences between the
tax regime and the accounting treatment of income and
expenses. According to the nature of the differences, these
deferred taxes, which, pursuant to the provisions of the chart
of accounts are not recorded, will increase or decrease the
future tax expense.

Statutory accounts of the parent Company

Defermed taxes as of December 31, 2006 are estimated as follows:

In millions of euros 2005 2006
Deferred tax assets
(decrease in future tax expense) 145 13.5

Deferred tax liabilities
{increase in future tax expense)

Deferred taxes were calculated by taking into account the
3.3% social security contribution on earnings (i.e. a general
rate of 34.43%).

2.18. Remuneration allocated to members of the
Supervisory Board (*) / Board of Directors (™) and
Management members

The remuneration allocated by the Company to members of
the Supervisory Board / Board of Directors and Management
members respectively amount to:

In ntitlions of euros 2006

Remuneration of Supervisory (7} /
Directors (")

Bodies members 0.5
Remuneration of Executive

Management members (™) 4.4
Total 4.9
Notes :

(*) Prior to May 10, 2006

("} After this date

(***) Members of Management Board prior to May 10, 2008, Chairman and
CEOQ or Senior Executive Vice President after this date

In addition, the Company paid out 126,251 euros with respect
to supplemental retirement and death, disabiiity and related
benefit plans for Benoft Potier.

2.19. Average number of employees

The monthly average number of the employees in 2006 was:

2005 20086

Engineers and executives 1.815 1,853
Supervisory staff 2,318 2,287
Employees 170 152
Laborers 754 699
Total 5,057 4,991
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Statutory accounts of the parent Company

2.20. Subsidiaries and Affiliates information

9p) Share capital Other %

= as of equity as of )

E December 31, 2006 Decembezro.'gé holding

% In thousands of euros

g A. Detailed information on affiliates whose carrying amounts exceeds 1% of the capital of the Company required to publish its financial statementy

5 | - SUBSIDIARIES (more than 50% of capital held by the Company)

3’ a) Companies operating in France

®) Air Liquide Santé (International) = 10, rue Cagnacg-Jay - 75007 Paris 33,347 77,661 99.99

<Z]: Société Immobilidre de L Air Liquide — 75, quai d'Crsay — 75007 Paris 50 (4,594} M 99.99

Z Air Liguide International & - 75, qual d'Orsay — 75007 Paris 2,391,129 2,255,843 (0 99.99

L Air Liquide Stockage - 6, rue Cognacg-Jay — 75007 Paris 224,793 21,481 100.00

; Société des Gaz Industriels de France — 6, rue Cognacg-Jay — 75007 Paris 115,138 151,358 65.13

Chemoxal — 75, quai d'Orsay — 75007 Paris 30,036 3,306 99,99
Société Industrielle des Gaz de I'Air — 75, quai d'Crsay — 75007 Paris 34,513 (6,082) 99.58
Altal - 75, quai d'Orsay — 75007 Paris 15,292 606 99.99
Air Liquide Finance - 6, rue Cognacg-Jay — 75007 Paris 33,600 22,577 99.99
Alr Liguide Engineering — 6, rue Cognacg-Jay — 75007 Paris 12,000 12,538 99.99
Air Liquide Services @ — 6, rue Cognacg-Jay — 75007 Paris 22,565 (4,445) §9.99

b) Companies operating cutside of France

Air Liquide Industriegase GmbH & Co. KG
Hans-Glnther-Sohl-Strasse 5 — 40 235 Disseldorf — Allemagne 10 1,994,983 100.G0

Il - AFFILIATES (10 to 50% of capital held by the company}

a) Companies operating in France

Socisté d'Oxygene et d'Acdtyléne d'Extréme-Orient @@ - 75, quai d'Orsay — 75007 Paris 23,460 95,070 13.22
Air Liquide Santé France — 10, rue Cognacg-Jay — 75007 Paris 10,403 43,866 1012
b) Companies operating outside of France - None

B. General information on other subsidiaries and affiliates

| - SUBSIDIARIES NOT INCLUDED IN |
a) French subsidiaries (together)

b} foreign subsidiaries {together)

Il - AFFILIATES NOT INCLUDED IN Il
a} French companies (together)

b) foreign companies (tegether)

{1) Air Liquide International and Société Immabiliére de L'Air Liquide pay a portion of their dividend in the form of an interim dividend.
{2} All the activities predominantty performed through subsidiaries.
(3) Holding.
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g o0 O da 0 0 d ante and D06 Dro Dividend [é))]
- d e ot repatd 00 L%
| <
* ==

)
_
: <
110,808 110,808 6,301 19,238 44,297 34,826 O
16,108 16,108 | 16,070 7,896 5,080 5,037 (0 <Z(
4,752,895 4,752,895 | 21,186 370,060 517,947 ) Z
225,189 205,189 45,800 1,138 LL-
115,148 115,148 358,085 1,478
30,326 30,326 700 13,256 10,813
35,575 35,575 92 {1,086)
16,150 15594 115,638 (381}
34,501 34,500 1,120,000 2,821
16,028 16,028 250,330 2,486
38,772 18120 892
1,880,010 1,880,010 62,684 97,832
147,455 147,455 40,994 4,099
20,388 20,388 206,466 22,032 1,279
106,190 65,902 2,348 1,544 440 9,002
331 331
|
152 152 30
10,505 9769 4,518
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Marketable securities held in portfolio
as of December 31, 2006

Number of shares % ’ Net carrying amounts
or units shareholding Companies after 1976-1978 and 1979 revaluations
([L) in thousands of euros
= A. Shares with a net carrying value exceeding 15,245 euros per share category or shareholding
% | - Equity investments
L 1. French companies
= a/ Listed equity investments
<C
= None
n b Uniisted equity investments
2:' 158,408,580 99.99 Alr Liquide International 4,752,885
6 22,479,281 100.00 Air Liquide Stockage 225,189
= 1,017,060 13.22 Société d'Oxygéne et d'Acétyléne d'Extréme-Orient 147,455
< 491,714 65.13 Sociéié des Gaz Industriels de France 115,148
Z 2,084,151 §9.99 Air Liguide Santé {International} 110,808
L 2,291,089 99.58 Société Industrielle des Gaz de 1'Air 35,575
2,790,994 99.99 Air Liquide Finance 34,501
1,969,564 99.99 Chemoxal 30,326
70,184 10.12 Air Liquide Santé France 20,388
1,880,436 99.99 Air Liquide Services 18,120
749,964 99.99 Alr Liquide Engineering 16,028
855,723 99.89 Altal 15,594
58,951 89.18 Carbonigue Frangaise — Azote et Produits Chimigues — CAPEC 11,305
488,346 76.49 Air Liquide Electronics Materials 7,445
1,434,810 89.99 Air Liquide Participations 7,269
437,782 99.99 Air Liquide Electronics Systems 8,674
299,994 99.99 Sudac Air Service 4,848
244,316 98.36 Aqualung International 4,147
194,994 99.99 Cryolor 4,003
239,194 99.99 Azérus 3.647
2,485 99.80 Carbo 2 3,404
201,533 99.99 Cryopal 3,024
179,994 99.99 Sicogef 2,744
173,843 §9.99 Air Liquide Innovation 2,549
39,996 99.99 Sorgal 1,976
59,104 99.99 Baikowski Soudage 1,296
40,494 99.99 Air Liquide Europe Centrale et Orientale 618
319,796 99.94 Société Anonyme Frangaise Péroune 159
9,985 - 49,92 Fabriques d’Oxygéne du Sud-Ouest Réunies 152
5,000 100.00 Alr Liquide Production 50
4,994 09.88 Air Liquide Expansion 50
4,994 95.88 Air Liquide Exploitation 50
4,994 99.88 Air Liquide Management 50
4,994 99.88 Air Liquide Marketing 50
3,194 99.81 Air Liquide Cryogénic Services 48
2,494 0.82 Bioxal 38
3,694 99.84 Alr Liquide Hydrogéne 37
5,587,660
2. Foreign companies
a/ Listed equily investments
None
b/ Unlisted equity investments 1,891,365
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Number of shares Y% Net carrying amounts
or units shareholding Companies after 1976-1978 and 1979 revaluations
In thousands of euros (|£
Il — Other long-term investment securities prd
' 1. French companies 3%,
) a/ Listed securities L%
789,000 0.65 Treasury shares 129,002 =
) 129,002 f_c
b/ Unlisted securities w
742,322 1.86 Arianespace Participation 456 —
: 456 ﬂ
, 2. Foreign companies (2)
None <
L £
lll — Marketable securities None T
B. Securities with a net carrying amount of less than 15,245 euros '
I &/ Equity investments 20
' b/ Other long-term investment securities 15
35
C. Investments in real estate companies
(Unlisted secunities} 16,648
Grand total (A + B + C) 7,625,166
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Statutory accounts of the parent Company

Statutory auditors’ report

on the annual financial statements

(Free transiation of a French language original)

This is a free translation into English of the statutory auditors’ report issued in the French language and is provided solely for the
convenience of English speaking readers. This report includes information specifically required by French law in all augit reports,
whether qualified or not, and this is presented below the opinion on the financial statements. This information includes explana-
fory paragraphs discussing the auditors’ assessments of certain significant accounting matters. These assessments were made
for the purpose of issuing an opinion on the financial statements taken as a whole and not to provide separate assurance on
individual account captions or on information taken outside of the annual financial statements. The report also includes informa-
tion relating to the specific verification of information in the Management Report.

This report, together with the statutory auditors’ report addressing financial and accounting information in the Chairman's report
on intemal control, should be read in conjunction with, and s construed in accordance with French law and orofessional audit-
ing standards applicable in France.

In compliance with the assignment entrusted to us by your Shareholders' Meeting, we hereby report to you, for the year ended
December 31, 2008, on;

m the audit of the accompanying annual financial statements of L'Air Liquide S.A.,

m the justification of our assessments,

a the specific verifications and information required by law.

These annual financial statements have been approved by the Board of Directors. Our role is to express an opinion on these finan-
cial statements based on our audit.

l. - Opinion on the financial statements

We conducted our audit in accordance with the professional standards applicable in France; those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by the management, as well as
evaluating the overall financial statements presentation. We befieve that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company at Decemiber
31, 2006 and the results of its operations for the year then ended, in accordance with the accounting rules and principles appli-
cable in France.

{l. - Justification of assessments

in accordance with the requirements of article L. 823-9 of French Company Law (Code de commerce) relating to the justification
of our assessments, we bring to your attention the following matters:

Investments are valued in accordance with the valuation methods described in the note 1.2.4. to the financial statements relating
to accounting principles. We assessed the approach and the estimates used by the Company were reasonable, and checked
the depreciation computation, if any. We have no matters to report regarding these assessments.

The assessments were thus made in the context of the performance of our audit of the financial statements of the Company taken
as a whole and therefore contributed to the formation of our audit opinion expressed in the first part of this report.

lll. - Specific verifications and information
Wa have also performed the specific verifications required by law in accordance with professional standards applicable in France.

We have no matters to report regarding:

a the fair presentation and the conformity with the financial statements of the information given in the Management Report and in
the documents addressed to the shareholders with respect to the financial position and the financial statements;

a the fair presentation of the information given in the Management Repart in respect of remunerations and benefits granted to
the relevant directors and any other commitments macde in their favor in connection with, or subsequent to, their appeintment, ter-
mination or change in current function.

In accordance with French law, we have ensured that the required information concerning the purchase of investments and controlling
interests and the names of the shareholders {and holders of the voting rights) has been property disclosed in the Management Report.

Courbevoie and Paris-La Défense, March 19, 2007
The statutory auditors
MAZARS & GUERARD ERNST & YOQUNG Audit
Fredéric Aliilaire QOlivier Breillot
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(Articles 133, 135 and 148 of Decree 67-236 of March 23, 1967)

| - Share capital at the end of the year

2002

2003 2004 2005 2006

a) Share capital {in euros) (1@ &)

1,109,002,851 1,099,042,087 1,200,989,053 1,204,923,225 1,332,641,079

b) Number of outstanding ordindry shares 100,818,441 99,912,917 109,180,823 109,538,475 121,149,189
c) Number of shares with bonus dividend entitlement © 24,489,228 24,266,063 25,876,746 27,264,001 31,126,097
d) Number of outstanding prefer}ed dividend shares

{without voting rights) '

g} Maximum number of shares té) be created

m by conversion of bonds

m by exercise of subscription rights

Il - Operations and results of the year (In milions of euros)

a) Net sales ’ 1,207.1 1,317.6 1,347.6 1,460.1 1,549.7
b} Net profit before tax, employee profit-sharing,

depreciation, amortization and provisions ! 4041 436.6 553.8 563.9 634.9
c) Corporate income tax 16.6 84.4 10.0 33.8 7.8
dy Employee profit-sharing for the year 20 3.2 2.0 1.7 26
e} Net profit after tax, employee profit-sharing, and

depreciation, amortization and provisions @ 324.5 328.4 383.9 441.3 547.6
f) Non-recurring capital gains or losses ©& 83.9 155.8

g) Net profit 324.5 4123 383.9 597.1 5476
h} Distributed profit 414.4 336.2 391.2 4321 497.0
Il - Per share data (in euros)

a) Net profit after tax, employee Iproﬁt-shan‘ng. but before

depreciation, amortization and provisions @

= over the number of ordinary shares outstanding 3.82 4.16 4.96 5.06 5.16
® over the adjusted number of shares ® 3.19 3.47 4.55 466 5.20
b) Net profit after tax, employes profit-sharing, and

depreciation, amortization and provisions @

m over the number of ordinary srTares outstanding 3.22 3.29 3.52 4.03 4,52
m over the adjusted number of sharas © 2,69 2.74 3.23 3.72 4.56
¢) Dividend allocated to each shére

w over the number of ordinary sh'ares outstanding 3.20 3.20 3.50 3.85 4.00
m over the adjusted number of shares ©! 2.83 263 3.17 3.49 4.00
d) Bonus dividend

m over the number of beneﬁciary' shares 0.32 0.32 0.35 0.38 0.40
m over the number of adjusted shares ® 0.26 0.26 0.32 0.35 0.40
IV - Employees working in France

a) Average number of salaried erhployees during the year (10 4,523 4,980 5,028 5,057 4,991
b) Total payroll for the year {in millions of suros) 10 183.4 208.3 218.8 228.2 235.3
¢) Amounts paid with respect to employee benefits

during the year (social security, staff benefits, etc)

and provisions for paid vacations {In millions of euros) (10 138.5 1549 170.3 179.4 187.8
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Statutory accounts of the parent Company

{1} Using the autherization granted by the 5th resolution of the Combined Shareholders' Meeting of May 3, 2001, the 8th resolution of the Combined Shareholders’
Moesting of April 30, 2002, the 9th resclution of the Combined Sharaholders’ Meeting of May 15, 2003, the 13th resolution of the Combined Shareholders’
Mesting of May 12, 2004, and the 10th resolution of the Combined Shareholders’ Mesting of May 11, 2005, the Management Board made the following
decisions:
win its mesting of February 25, 2002, capital decrease by cancellation of 1,500,000 treasury shares.
ain its meeting of February 25, 2003, capital decreasa by cancellation of 1,000,000 treasury shares.
min its meeting of February 25, 2004, capital decrease by cancellation of 1,000,000 treasury shares.
min its mesting of February 24, 2005, capital decrease by cancallation of 350,000 treasury shares.
win its meeting of February 24, 2006, capital decrease by cancellation of 550,000 treasury shares.

{2) Using the authorization granted by the 7th resolution of the Combined Sharehoiders’ Meating of May 12, 1999 and the 14th resolution of the Combined
Sharsholders’ Meeting of May 12, 2004, the Management Board mada the following decisions:
& in its mesting of Aprit 30, 2002, the granting for no consideration of one new shara for eight existing shares {ranking for dividends as of 01.01 .2002), and the
granting for no consideration of a 10% bonus for shares held in registered form from Decermiber 31, 1999 to June 14, 2002 (ranking for dividends as of
01.01.2002).
min its meeting of May 12, 2004, the granting for no consideration of ona new shara for ten existing shares {ranking for dividends as of 01.01.2004), and the
granting for no consideration of a 10% bonus for shares held in registered form from Decernber 31, 2001 to June 11, 2004 {ranking for dividends as of
01.01.2004). Using the authorization granted by the 10th resolution of the Gombined Shareholders' Meeting of May 10, 2008, the Board of Directors made the
foliowing decisions:
win its meeting of May 10, 2006, the granting for no consideration of one new shara for ten existing shares (renking for dividends as of 01.01 .20086), and the
granting for no consideration of 2 10% bonus for shares hekd in registered form from Decernber 31, 2003 to June 12, 2006 (ranking for dividends as of
(1.01.2008).

{3) Using the authorizations granted by the resolutions of the Extraordinary Shareholders’ Mesting of May 22, 1896, the Combined Shareholders’ Mesting of May
12, 1999, the Combinad Sharsholders' Mesting of May 4, 2000, and the Comnbined Sharsholders’ Meeting of April 30, 2002, the Management Baard noted:
min its meating of December 12, 2005, the employee-reserved issuance of 435,027 new shares, subscribed in cash at the price of 113 euros, (with contribution
of 30 euros per share up to a limit of 300 euros), with an issue premiurn of 102 suros (rank for dividends as of 01.01 .2005).
ain its rmesting of January 19, 2006, the issuance of 58,152 shares arising fram:
-~ the exercise of 308 options, in accordance with the defiberations of the Managesment Board on October 10, 2002. These shares wene subscribed at the price
of 116.36 euros, i.e. with a premium of 105.36 euros, (ranking for dividends as of D1 .01.2006).
- the exarcise of 15,963 options, in accordanca with the deliberations of the Board of Diractors on May 22, 1896, These shares were subscribed at the price
of 82.29 euros, 1.e. with a premium of 71.29 eurcs. (ranking for dividends as of 01.01 ,20086).
— tha axercise of 6,913 options, in accordance with the deliberations of the Board of Directors on May 12, 1999. These shares were subscribed at the price of
108.69 aurps. i.e. with a premium of 87.69 euros, {ranking for dividends as of 01.01 .2006).
- the exercise of 35.968 options, in accordance with the defiberations of the Board of Directors on September 7, 2000. These shares were subscribed at the
price of 114,75 euros, i.e. with a premium of 103.75 euros. {ranking for dividends as of 01.01.2006).

win its meeting of May 9, 2006, the issuance of 156,326 shares arising from:
— the exercise of 2,915 options, in accordance with the deliberations of the Management Board on October 10, 2002, These shares were subscribed at the
price of 116.36 euros, i.e. with a premium of 105.36 euros. {ranking for dividends as of 01.01.2006).
— the exarcise of 64,659 options, in accordance with the deliberations of the Board of Directors on May 22, 1996. Thase shares were subscribed at the price
of 82.29 euros, i.6. with a premium of 71.29 euros, {ranking for dividends as of 01.01 .2008).
- the exercise of 6,983 options, in accordance with the deliberations of the Board of Diractors on May 12, 1989. Thesa shares were subscribed at the price of
108.69 euros, i.e. with a premiurn of 97.68 euros. {ranking for dividends as of 01 .01.2006).
—the exercise of 81,762 options, in accordance with the defiberations of tha Board of Directors on September 7, 2000. These shares were subscribed at the
price of 114.75 euros, i.e. with a premium of 103.75 euros. {ranking for dividends as of 01.01,2006). Using the autharizations granted by the reselutions of the
Extraordinary Shareholders' Meeting of May 22, 1996, the Combined Shareholders’ Mesting of May 12, 1899, the Combined Sharsholders' Mesting of May 4,
2000, the Combined Shareholders' Meeting of April 30, 2002, and the Combined Shareholders' Meeting of May 12, 2004, the Board of Directors ncted:

win its meeting of February 26, 2007, the issuance of 765,130 shares arising from:
— the exercise of 704 options, in accordance with the deliberations of the Management Board on October 10, 2002. These shares were subscribed at the price
&f 116.36 suros, i.e. with a premium of 105.36 euros. {ranking for dividends as of 01 .01.2008).
— the exercise of 10,120 options, in accordance with the deliberations of the Board of Directors on May 22, 1996. These shares wers subscribed at the price
of B2.20 eurps, i.e. with a premium of 71.29 euros. {ranking for dividends as of 01 .01.2008).
— the exercisa of 4,088 options, in accordance with the deliberations of the Board of Directors on May 12, 1999. Thess shares wera subscribed at the prica ot
108.69 euras, i.6. with a premnium of 97,69 euros. (ranking for dividends as of 01.01 .20086).
— the exercise of 3,469 options, in accordance with the deliberations of the Board of Directors on September 7, 2000. These shares were subscribed at the
price of 114.75 euros, i.e. with a premium of 103.75 euros. {ranking for dividends as of 01.01.2006).
— the exercise of 333,807 options, in accordance with the deliberations of the Managernent Board on October 10, 2002. These shares were subscribed at the
price of 105.78 euros, i.e. with a premium of 84.78 euros. (ranking for dividends as of 01.01.2006).
_ tha exerciss of 5,067 options, in accordance with the deliberations of the Board of Directors on September 24, 1997. These shares were subscribed at the
price of 83.10 euros, i.e. with a premium of 72.10 euros. {ranking for dividends as of 01.01.2006).
— the exercise of 23,082 options, in accordance with the deliberations of the Board of Diractors on May 12, 1899. These shares were subscribed at the price
of 98.81 euros, i.e. with a premium of 87.81 euros, {ranking for dividends as of 01.01.2006).
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- the exercise of 117,814 optmé. in accordance with the deliberations of the Board of Directors on September 7, 2000. These shares wers subscrbed at the
prica of 104.32 euros, i.e. with a premium of 93.32 euros. (ranking for dividends as of 01.01.20086).

- the exercise of 4,766 options, in accordance with the deliberations of the Board of Directors an August 28, 2001, These shares were subscribed at the price
of 113.86 euros, i.e. with a premium of 102.86 euros. {ranking for dividends as of 01,01.2006).

- the exercise of 200,051 optiong. in accordance with the defiberations of the Management Board on June 14, 2002. These shares were subscribed at the
price of 123.41 euros, i.e. with a premium ¢ 112.41 suros. {ranking for dividends as of 01.01.2006).

— the exercise of 1,181 options, in accordance with the deliberations of the Management Board on April 8, 2004. These shares were subscribed at the price of
114.87 euros, i.e. with a premium of 103.87 euros, (ranking for dividends as of 01.01.2006).

- the exercise of 881 options, in accordance with the deliberations of the Management Board on March 21, 2005, These shares wers subscribed at the price
of 125.45 eurcs, i.e. with a premi:.:m of 114.45 euros. (ranking for dividends as of 01.01.2008).

(4) As from December 31, 1995, shargholders holding their shares in registered form for at least two years at the period-end, and who will retain these shares in this
form untit the dividend payment dalle, will receive a dividend with a 10% bonus compared to the dividend paid to other shares, The diflerence between the
bonus dividend calculated on the number of shares outstanding as of the period-end and the bonug dividend actually paid shall be allocated 1o retaining
earnings.

(5) Net profit before transfer and dispoFsal gains.

{6) Capital gains on transfars and disposals.

]

{7) Including equalization tax (83.9 millon eurcs in 2002 and 8.7 milion euros in 2003).

(8) Adjusted 1o take inta account, In the weighted average, the capital increases performed via capitalization of reserves or additional paid-in capital, cash
subscriptions and treasury shares.

|
{9) Adjusted to take into account the capital increases performed via capitalization of reserves or additional paid-in capital.

{10) Carboxyque Frangaise, Cofigaz ahd Air Liguide Shared European Services ware merged with L'Air Liquide S.A. with effect as of January 1, 2003.

167 AR LIQUIDE

9]
:.._
=
(N
=
D
<
w
-
<
O
=
<L
z
(£




AR LIQUIDE 168




RESOLUTIONS

Contents '

|
Report of the Board of Directors
on the resolutions presented tlo the General Shareholders’ Meeting

Resolutions

Statutory auditors’ special rep'ort
on certain related party transagctions
|

Statutory auditors’ report |
on the reduction in capital by the repurchase of shares to be cancelled
|

Statutory auditors' report .
on the stock option subscription or purchase plan
reserved for employses

Statutory auditors' special report
on the granting of free existing shares or shares to be issued
to Company employees and qirectors

Statutory auditors’ report
on the increase in capital withjcancellation of preferential

subscription rights reserved for Company employee members
of the Company's savings sch:eme

170

176

183

186

186

187

188

169 AIR LIQUIDE




%)
Z
O
}.._
)
—J
O
%)
]
o

Resolutions

Report of the Board of Directors

on the resolutions presented to the General Shareholders’

Meeting

Net earnings for the financial year

Attached to this report are the financial statements of L'Air
Liquide S.A. that have been prepared by applying the meth-
ods provided for by law and the standards of the French
General Chart of Accounts.

Revenue for the financial year ended December 31, 2006
amounted to 1,549.7 million euros compared with 1,460.1
million euros in 2005, up by 6.1 %,

Net earnings of L'Air Liquide S.A. for the financial year ended
December 31, 2006 amounted to 547.6 milion euros
compared to 597.1 million euros for 2005.

In 2005, they included capital gains on shares for an amount
of 155.8 millicn euros as a result, firstly, of the sale of the
shares held in Séchilienne-Sidec and, secondly, the capital
gain resulting from the simplified public offer with regard to the
shares of Société d'Oxygéne et d'Acétyléne d'Extréme-Orient
(SOAEQ).

The income from French and forsign equity securities
amounted to 588.2 million euros compared to 525.2 million
euros in 2005.

Consolidated revenue for 2006 amounted to 10,948.7 mil-
lion euros, compared to 10,434.8 million euros in 2005, up by
4.9 %. On a comparable basis (excluding foreign exchange
impact, natural gas prices and material changes in the scope
of consolidation), the increase is + 5.7 %.

Consolidated net sarnings, after deduction of minority inter-
ests, amounted to 1,002.3 million eurcs compared with 833.4
million euros in 2005, an increase of 7.4 % (a 7.1 % increase
excluding foreign exchange impact). Excluding exceptional
items for 2005, growth amountedto + 11.4 % and + 11.1 %
excluding foreign exchange impact.

These results are described in detait in the Management
Report.

Amount of capital held by employees

Since 1986, L Air Liquide S.A. has given the employees of cer-
tain Group companies the possibility to subscribe for capital
increases reserved for them. A total of 2,036,034 shares have
been subscribed in this manner, excluding the allocation of
bonus shares to shareholders. Pursuant to the provisions of
Article L 225-102 of the French Commercial Code, we hereby
inform you that the number of shares held by the employees
of your Company and its subsidiaries within the meaning of
Article L 225-180 of the French Commercial Code, at
December 31, 2008, was 1,334,912 shares representing
1.1 % of the capital.
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Acquisition of investments and controlling interests
Pursuant to the provisions of Article L 233-6 of the French
Commercial Code, it should be noted that our Company
performed the following transactions during the 2006 finan-
cial year:

m increase in the stake we held in CRYOPAL from 1.24 % to
99.99 % for an amount of 2.9 million eurcs.

e sale of USIFROID which was 99.47 %-owned. The securi-
ties recorded in the balance sheet for an amount of 1.1 mil-
lion euros were sold for 2.6 million euros.

Identity of the holders of capital and voting rights

As of December 31, 2006, no sharsholder has made a noti-
fication stating that it owns § % or more of the capital and vot-
ing rights.

Resolutions within the authority
of the Ordinary Shareholders’ Meeting

Woe ask you, after you have reviewed:

v the report of the Board of Directors on the operation and
management of the Company and its Group during the 2006
financial year,

® the Company's financial statements, income statement, bal-
ance sheet and notes to the financial statements,

m the Group's consolidated financial statements,

o the reports of the statutory auditors,

to approve the Company's financial statements and the con-
solidated financial statements at December 31, 2008 as pre-
sented, as well as the transactions set out in these financial
statements or mentioned in these reports.

Your Company's net earnings allow the Board to proposs, for
each of the shares existing at December 31, 2006 (i.e. a
total number of 121,149,189 shares), a dividend of 4.00
euros. This dividend is eligible for the 40 % allowance referred
to in Article 158.3.2°0f the French Tax Code and no longer
benefits fraom the special tax credit on dividends.

In addition, the shareholders who had held their shares in reg-

istered form for at least two years as of December 31, 2006
and who retain such shares in registered form up to the div-
idend payment date, shall be entitled, for such shares (i.e. a
total number of 31,126,097 shares at December 31, 2006},
to a bonus dividend of 10 % as compared with the dividend
paid to the cther shares, or a dividend of 0.40 euros. This divi-
dend is eligible for the 40 % allowance referred to in Article
158.3.2° of the French Tax Code and no longer benefits from
the special tax credit on dividends.




The difference between the bonus dividend calculated on the
number of actions known to exist at December 31, 2006
and the bonus dividend actually paid, will be allocated to the
retained earnings account.

We wish to remind you that, in order for them to be easily
negotiable, shares resulting from the exercise of stock options
are created with dividend rights as of the date of delivery of
the shares and not with dividend rights as of January 1 of
the year of exercise of the stock option.

Accordingly, we ask you to authorize the Board of Directors
to deduct from the retained earnings account the sums nec-
sssary to pay the dividend for the shares that may be created
in this way between January 1 and May 15, 2007, the divi-

Dividend distribution

Resolutions

dend payment date.

We propose that you allocate net earnings for the financial
year, i.e. 547,559,634 euros, as follows:

(in euros)
& appropriation
- to the legal reserve 12,771,784
- to retained earnings 37,740,655
- to the distribution of a dividend 497,047,195

In accordance with French law, we wish to remind you that the distributions made in respect of the last three financial years were

as follows: :

Financial year Total amount Number of Net dividend Tax already paid
distributed shares distributed to the French Treasury
(tax credit)
In euros In euros In euros
2003 1 319,721,334 99,912,917 3.20 1.60
@ | 7,765,140 24,266,063 0.32 0.16
Financial year Total amount Number of Dividend distributed eligible for the 50 % allowance
distributed shares referred to in Article 158.3.2° of the French Tax Code
In euros In euros
]
2004 0 882,132,881 109,180,823 3.50
25,876,746 0.35

) 9,056,861

Total amount
distributed
In euros

2005 421,723,129

Financial year

Number of
shares referred to in Article 158.3.2° of the French Tax Code

Dividend distributed eligible for the 40 % allowance

In euros

109,538,475 3.85

@ 10,360,320

27,264,001 0.38

{1) Ordinary dividend.
{2) Bonus dividend.

In 2004, the change in the nbmber of shares essentially results from the allocation of bonus shares to shareholders (creation of
10,132,708 shares through the allocation of one new share for ten old shares).
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Resolutions

Purchase by the Company of its own shares

1. Special report on the completion of the Company's
share buy-back program

The General Shareholders’ Meeting of May 10, 2006 had
authorized the Board, for a period of eighteen months, in
accordance with Articles L. 225-209 et seq. of the French
Commercial Code, to cause the Company to repurchase its
own shares in order to:

m cancel the shares,

m retain them for the purpose of tendering them within the
scope of an exchange offer or for paymenit in external growth
transactions, in accordance with recognized market practice
and applicable regulations,

m the allocation of share purchase options to its employees or
those of its subsidiaries, in accordance with the provisions
of the sixteenth resolution of the General Shareholders’
Meeting of May 12, 2004,

m maintain an active market in the Company’s shares pursuant
to a market liquidity agreement in accordance with an ethics
charter recognized by the French Financial Markets Authority
{(Autorité des Marchés Financiers),

The maximum purchase price was set at 250 suros per share
and the maximum number of shares to be purchased was set
at 10 % of the total number of shares making up the share
capital, i.e. 10,904,762 shares, for a maximum amount of
2,726,190,500 eurcs, subject to the legal limits.

These shares could be purchased at any time and by all avail-
able means, either on or off a stock exchange, in private trans-
actions or through the use of option mechanisms, and, if
applicable, by all third parties acting on behalf of the
Company, in accordance with the last paragraph of Article L
225-206 of the French Commercial Code.

Making use of this authorization, a share purchase program
was implemented which led to the following movements
during the 2006 financial year:

m 801,625 shares (including the 18,652 shares received pur-
suant to the allocation of bonus shares to shareholders) were
purchased at an average purchase price of 163.57 euros,

m 550,000 shares were cancelled at an average price of
140.11 euros, further to the decision made by the
Management Board on February 24, 2006, authorized by
the Supervisory Board on February 24, 2006, in accordance
with the provisions set out in the tenth resolution of the
General Shareholders’ Meeting of May 11, 2005.

The total amount of the negotiation fees (exclusive of taxes)
was 0.2 million euros.

At December 31, 2008, the number of its own shares held by
the Company, at a par value of 11 euros, as shown on your
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Company's balance sheet, was 789,000 shares for a value
of 129.0 miliion euros.

These shares represent 0.7 % of your Company's capital.

Pursuant to European regulation No. 2273/2003 of December
22, 2003 and the AMF regulations, the Board had allocated
the shares purchased {789,000 shares) for the purpose of a
share exchange or payment within the scope of external
growth transactions. At the beginning of 2007, the Board
decided to change this choice by allocating all the shares for
the purpose of cancelling them.

2. Proposed resoiution

As this authorization has been partly used, we ask you to
replace the previous authorization with a new authorization
given to the Board of Directors, to cause the Company to
repurchase its own shares in order to:

® cancel them, subject to the adoption of the eighth resolution,
e retain them for the purpose of tendering them within the
scope of an exchange offer or for payment in external growth
transactions, in accordance with recognized market practice
and applicable regulations,

= implernent any share purchase option plans or plans for the
free grant of shares in favor of the beneficiaries as set out in,
and in accordance with, the ninth and tenth resolutions here-
inafter,

m maintain an active market in the Company's shares pursuant
to a market liquidity agreement in accordance with an ethics
charter recegnized by the French Financial Markets Authority
{Autorité des Marchés Financiers).

The shareholders set the maximum purchase price at 300
euros per share with a par value of 11 euros and the maxi-
murn number of shares that can be bought back at 10 % of
the total number of shares comprising the share capital at
December 31, 20086, or 12,114,918 shares with a par value
of 11 euros, for a maximum total amount of 3,634,475,400
euros, subject to the legal limits. The maximum purchase price
will be reduced to 150 euros per share with a par value of 5.50
euros and the maximum number of shares concerned will
be multiplied by two to reach a total of 24,229,836 shares
subject to approval of the twelfth resolution providing for a two
for one stock split.

These shares may be purchased at any time and by all avail-
able means, either on or off a stock exchange, in private trans-
actions or through the use of option mechanisms, and, if
applicable, by all third parties acting on behalf of the
Company, in accordance with the last paragraph of Article L
225-206 of the French Commercial Code.

Shares bought back may be assigned or transferred in any
manner on or off a stock exchange or through private trans-




actions, in accordance with the applicable regulations.

Dividends on its awn shares held by the Company shall be
allocated to retained earnings.f

This authorization is granted for a period of eighteen months
starting from the date of the Shareholders’ Meeting. It super-
sedes the authorization grantdd to the Board by the Ordinary
Shareholders' Meeting of May 10, 2006 with respect to the
nan-utitized portion,

Renawal of the terms of office of two members of the
Board of Directors. !

The terms of office of Gérard de La Martinigre and Cornelis
van Lede are due to expire at the date of this Shareholders’
Meeting.

As Gerard de La Martiniére agrees to the renewal of his term
of office, we propose to you a resolution with a view to re-
electing him as a member .of the Company's Board of
Diractors for a period of 4 years.

As Cornelis van Lede agrees to the renewal of his term of
office, we propose 1o you a resolution with a view to re-elect-
ing him as a member of the Company's Board of Directors for
a period of 4 years. !

Report on related party agreements

Further to the appointment of Benoit Potier, Jean-Claude
Buono and Klaus Schmieder to their new duties on May 10,
20086, the Board of Directors authorized the conditions of the
pension plans and bengfit funds concerning them, mostly
applying the same conditions as those that applied to them
in the past, as members of the Management Board. The
indemnities for termination of their duties related to their sta-
tus as corporate officers/senior management executives were
revised. All these conditions afe set out in detail in the special
report of the statutory auditors on related party agreements.

Yout are asked to approve thes‘;e new conditions as well as the
special report of the statutory auditors relating to them.

Resolutions within thefauthority of the
Extraordinary Shareholders’ Meeting

Cancellation of the shares purchased by the Company
via a reduction in capital

You are asked to authorize the Board of Directors to cancel,
via its decisions alone, on one or more occasions, and within
the limit of 10 % of the Company's share capital per twenty-
four month period, any or all of the shares bought back by the

Resolutions

Company within the scope of the authorization adopted by
this Ordinary Shareholders’ Meeting in its fourth resolution and
those shares bought back within the scope of the authoriza-
tion adopted by the Ordinary Shareholders' Meeting of May
10, 20086, and to reduce the share capital by this amount.

The difference between the book value of the cancelled
shares and their par value may be allocated to any reserve
or additional paid-in capital (share premium) accounts.

This authorization, which supersedas the authonization given
by the General Shareholders’ Meeting of May 10, 2006 in its
eighth resolution, is granted for a period of twenty-four
months starting from the date of this Shareholders’ Meseting

Allocation of options to subscribe for or purchase shares

The General Shareholders’ Meeting of May 12, 2004 had
authorized the Management Board, for a period of 38 months,
subject to the prior authorization of the Supervisory Board,
within the scope of Articles L 225-177 et seq. of the French
Commercial Code, and in particular-Articte L 225-179 of the
French Commercial Code, to grant on one or more occasions,
to employees of the Company and its subsidiaries within the
meaning of Article L 225-180 of the French Commercial Code
and in favor of corporate officers of such subsidiaries, options
granting entitlement to subscribe for new shares of the
Company to be issued pursuant to an increase in capital or
options granting entitlernent to the purchase of Air Liquide
shares bought back by the Company pursuant to the fourth
resolution. The Shareholders’ Mesting furthermore authorized
the Supervisory Board to grant such options to subscribe
for or purchase shares, on one or more occasions, to mem-
bers of the Company's Management Board. The total num-
ber of options thus granted over a period of thirty-eight
months may not give entitlenment to a total number of shares
exceeding 3 % of the Company's share capital on the date
of allocation of the opticns by the Management Board or the
Supervisory Board, as applicable. It set at ten years as from
the date of their allocation, the period of validity during which
the options could be exercised. In accordance with the pro-
visions of the thirteenth resolution of the Shareholders’
Meeting of May 10, 20086, this autharization is now granted to
the Board of Directors.

This authorization was partly used through the allocation on
November 30, 2004, March 21, 2005 and March 20, 2006
of a total of 907,385 options to subscribe for shares.

In order to enable the Board of Directors to pursue this pro-
gram for the allocation of options to subscribe for or purchase
shares, we ask you to replace the previous authorization
which is dus to expire, with a new authorization given to the
Board, for 38 months, within the scope of Articles L 225-
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177 et seq. of the French Commercial Code, to grant on
one or more occasions, to all or some of the Company’s
employess and/or its corporate officers /senior management
executives or of those of its subsidiaries as defined by Article
L 225-180 of the French Commercial Code, options grant-
ing entitlement to subscribe for new shares of the Company
issued pursuant to an increase in capital or options granting
entittement to purchase Air Liquide shares held by the
Company.

The total number of options thus granted for a period of 38
months may not grant entitlement to a total number of shares
exceeding 2 % of the Company's capital on the date of allo-
cation of the options by the Board of Directors, this percent-
age being lower than in the previous authorization, It sets at
a maximum period of 10 years as from their allocation, the
validity period during which the options may be exercised and
gives full powers to the Board of Directors to set a shorter
period.

This autharization is granted for a period of thirty-eight months
as from the date herecf. It entails an express waiver by the
shareholders of their preferential subscription right to the
shares that shall be issued as and when the options are exer-
cised in favor of the beneficiaries of the options to subscribe
for shares. It shall be implemented under the conditions and
in accordance with the terms provided for by the legal provi-
sions and regulations in force.

The Board of Directors will set, within the limits provided for by
law, the conditions in which the options will be granted and the
amount of the options offered and will dstermine the subscrip-
tion or purchase price of the shares, which may not be lower
than the average of the opening trading prices for the twenty
stock market trading days prior to the date when the option
is granted. This amount may not be modified unless, during
the period in which the options granted may be exercised,
the Company were to carry out one of the financial or securi-
ties transactions provided for by law. In such a case, the Board
of Directors would make an adjustment, under the conditions
provided for in the regulations, to the number and the price
of the shares covered by the options granted, in order to take
into account the impact of the transaction; it may furthermore,
in such a case, if it were to consider it necessary, temporarily
suspend the right to exercise the cptions during the period of
such transaction. Furthermore, following the approval of the
twelfth resolution allowing the par value to be divided by two,
the Board of Directors will make all the adjustments stem-
ming from this resolution, to come into effect on the date of
its implementation.

This authorization supersedes the authorization granted pur-
suant to the sixteenth resolution of the Extraordinary
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Shareholders’ Meeting of May 12, 2004 and renewed by the
Extraordinary Shareholders’ Mesting of May 10, 2008, that
has been partly used.

Authorization to make free grants of shares

The French lawmaker has introduced and recently enlarged a
form of medium-term incentive that enables companies who
s0 wish to make free grants of their shares to their staff mem-
bers.

The Group’s remuneration policy comprises, for certain
employees, a short-term performance-related component
(variable part} and a long-term component (options to sub-
scribe for shares) which are associated with a strong culture
of results in the Company.

Howaver, it could be interesting to supplement these elements
by a mediurn-term tool, which makes it possible both to moti-
vate talented employees in a more dynamic manner, and to
reward the medium-term performances that are representa-
tive of the nature of the Group's businesses.

This resolution could also be used to good advantage within
the scope of broad plans that are comparable in terms of their
objectives with capital increases reserved for employees.

It is proposed that you grant the Board of Directors, for a term
of thirty-eight months, an authorization to make such grants,
to employees of the Company (to the exclusion of its corpo-
rate officers) or employees or corporate officers of the entities
that are affiliated with it under the conditions provided for in
Article L 225-197-2 of the French Commerciat Code. The
number of shares thus allocated is limited to 0.5 % of the
share capital on the date of the decision made by the Board
of Directors.

Share subscription reserved for employees

As the operations carried out in the past have contributed
appreciably to increasing the motivation of employees and
enhancing their feeling of belonging to the Group, we think
it is a good idea to continue along the same path. The pur-
pose of this resolution is to fulfil the legal requirements.

The shareholders, after having reviewed the report of the
Board of Directors and the statutory audi-tors’ special report,
deliberating pursuant to Articles L 225-129-6 and L 225-138-
1 of the French Commercial Code and Articles L 443-1 et seq.
of the French Employment Code, authorize the Board, for a
period of twenty-six months as from the date of this
Shareholders’ Meeting, to increase the share capital, on cne
or more occasions, by a maximum amount of 200 million
euros, including additional paid-in capital (share premiums),
through the issue of ordinary shares. The number of new
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shares to be issued, which will be identical to other existing
shares, may not exceed 1,000,000. This amount will be
increased to 2,000,000 subjett to approval of the twelith res-
olution for the two for one stock split and as from the date
of implementation of such resolution.

The beneficiaries of these cap?ital increases will be directly or
through a company mutual fund or all other structures or enti-
ties permitted by applicable legal or regulatory provisions, the
members, from the Company and the companies which are
afiiliated to it within the meaning of Article L 225-180 of the
French Commercial Code, of a company or group savings
plan who furthermore satisfy any conditions set by the Board
of Directors

In the event that it is used, this authorization automatically
entails waiver by the shareholders of their preferential subscrip-
tion right in favor of the above-mentioned beneficiaries.

The shareholders decide that the subscription price may not
exceed the average of the opening trading prices for the share
during the twenty stock market trading days preceding the
date of the decision setting the opening date for the subscrip-
tion pericd, or be more than 20 % lower than such average.
They also decide that, should the beneficiaries not subscribe
to the entire capital increase within the allotted deadlines,
the capital increase would only be performed for the amount
of the shares subscribed, anq that the non-subscribed shares
may be offered again to the b(leneﬂciaries concerned within the
scope of a subsequent capital increase,

They finally give full powers to the Board of Directors with a
right of sub-delegation under the conditions set by law, to set
the various terms and conditions of the transaction.

This delegation of authorityf deprives of all legal effect the
authorization granted to the Board of Directors pursuant to
the tenth resolution of the Extraordinary Shareholders’
Meeting of May 10, 2006, for the amount of the non-utilized
portion of such authorization.

Two-for-one stock split

We wish to remind you that the closing trading price for the
Company’s share on the Bolrse de Paris on December 29,
2006 was 179.90 euros anb 180.60 euros at the close of
trading on February 7, 2007, |.e. a much higher price than that
of the other shares making up the CAC 40 and EuroStoxx
50 stock indices. |

This upward trend in the Company's share price since 2003
{(+85 % between January 31, 2003 and January 31, 2007) has
made it less accessible for individual shareholders and
adversely affects its liquidity. Your Board of Directors now con-

Resolutions

siders that it would be appropriate to reduce its unit price,
by decreasing it to half of the value that it has now reached.
To this end, we are submitting for your approval, in the twelfth
resolution, a two for one stock split, with a reduction from
11.00 euros to 5.50 euros of the par value of the shares mak-
ing up the Company's share capital, which will remain
unchanged.

Accordingly, the number of outstanding shares of the
Company would be doubled and the liquidity of the
Company’s share and its accessibility for investors would be
improved.

The proposed date for implementing this stock split is June
13, 2007, with the stock split taking place after payment of
the dividend provided for in the third resolution.

In order to allow this stock split to be carried out under the
best possible conditions, we propose that you approve the
principle of such stock split via this twelfth resolution and give
our Board of Directors the authority, with the possibility of sub-
delegation within the limits provided for by law, to set the
exact date of implementation of the stock split and to com-
plete all the required formalities retated thereto and to amend
the Articles of Association accordingly.

Amendment of Article 18 of the Articles of Association -
participation at Shareholders’ Meetings

Further to French Decree No. 2006-1566 of December 11,
2006 amending the French Decree of March 23, 1967 on
commercial companies, it is proposed that you bring your
Articles of Association into compliance with this new legisla-
tion. In particular, the requirernent for the shares to be blocked
is eliminated and evidence of the right to participate in
Shareholders’ Meetings is given by the entry of the shares in
the registered share accounts kept by the Company or by the
authorized intermediary, on the third business day prior to the
Shareholders' Mesting at zero hours, Paris time.

The Decree also comprises a provision aimed at clarifying the
system of electronic signatures when using teletransmission
to send proxy forms and mail voting forms to the Company.
This provision specifies that the electronic signature may take
the form of a process that meets the conditions set out in
the first sentence of Article 1316-4 of the French Civil Code,
namely the use of a reliable identification process guarantee-
ing the link between the electronic signature and the instru-
ment to which it is attached. Thus, when the terms and
conditions of this process are specified in detail, the proposed
amendment to the Articles of Association will give your Board
the possibility of deciding to apply them.
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Combined Shareholders’ Meeting — 2007

Ordinary Shareholders’ Meeting

First resolution
(Approval of financial statements for the year ended
December 31, 2006}

The shareholders, deliberating according to the quorum and
majority required for Ordinary Shareholders” Meetings, after
having reviewed:

m the reports of the Board of Directors and the statutory auditors,
m the Company’s annual financial statements, income state-
ment, balance shest and notes thereto,

approve the Company's financial statements for the year
ended December 31, 2006 as presented as well as the trans-
actions reflected in these financial statements or mentioned
in these reports.

The shareholders set the amount of net earnings for the year
at 547,559,634 euros.

Second resolution
(Approval of the consolidated financial statements for the
year ended December 31, 2008)

The shareholders, deliberating according to the quorum and
majority required for Ordinary Sharsholders’ Meetings, after
having reviewed:

u the reports of the Beard of Directors and the statutory auditors,
m the Group's consolidated financial statements,

approve the consolidated financial statements for the year
ended December 31, 2006 as presented.

Third resolution
{Setting of dividends)

The shareholders, deliberating according to the quorum and
majority required for Ordinary Shareholders' Meetings,
approve the Board of Directors' proposals concerning the
allocation of net earnings. The shareholders set the dividend
to be paid to the holders of each of the 121,148,189 shares
with & par value of 11 eurcs each comprising the share cap-
ital as of December 31, 2006 at 4.00 euros. This dividend is
gligible for the 40 % allowance referred to in Aricle 158.3.2°
of the French Tax Code and no longer benefits from the spe-
cial tax credit on dividends.

The dividend shalt be paid cn May 15, 2007:

n for directly registered shares: directly by the Company,
based on the means of payment which has been indicated to
it by their holders,

m for indirectly registered shares, as well as for bearer shares
which are registered in shareholder accounts: by the author-
ized intermediaries to whom the management of these shares
has been entrusted.

The dividend distributions made with respect to the last three financial years are as follows:

Financial year Total amount Number Net dividend Tax already paid
distributed of shares distributed to the French

Treasury (tax credit)

In euros In euros In euros

200310 319,721,334 99,912,917 3.20 1.60
@ 7,765,140 24,266,063 0.32 0.16

Financial year Total amount Number Dividend distributed eligible for the 50% allowance
distributed of shares referred to in Article 158.3.2° of the French Tax Code
in euros ) In euros
200400 382,132,881 109,180,823 3.50
@ 9,056,861 25,876,746 0.35
Financial year Total amount Number Dividend distributed eligible for the 40% allowance
distributed of shares referred to in Article 158.3.2° of the French Tax Code
In euros In euros
20051 421,723,129 109,538,475 3.85
2 10,360,320 27,264,001 0.38

(1) Ordinary dividend.
(2) Bonus dividend.
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Pursuant to the provisions of the Articles of Association, a
bonus dividend of 10 %, i.e. 0.40 euro per share with a par
value of 11 euros, shall be granted to shares which have been
held in registered form since December 31, 2004, and which
shall remain held in thig form continuously until May 15, 2007,
the dividend payment date. This dividend is also eligible for
the 40 % allowance referred to in Article 158.3.2° of the
French Tax Code and no longer benefits from the special tax
credit on dividends. '

The amount of the bonus dividend, for the 31,126,097 shares
which have been held in registered form since December
31, 2004, and which remained held in this form continuously
until December 31, 2006, totalled 12,450,439 eurcs.

The total bonus dividend corresponding to those of these
31,126,097 shares which will have been sold between
January 1, 2007 and May 15, ?007. date of the dividend pay-
ment, shall be deducted from such amount,

Furthermore, the shareholders authorize the Board of
Directors to deduct from the “Retained earnings” account the
sums necessary to pay the dividend set above to the shares
resulting from the exercise of share subscription options which
may be made before the dividend payment date.

Fourth resolution
{Purshase by the Company'of its own shares)

The shareholders, deliberating according to the quorum and
majority required for Ordinary Shareholders’ Meetings, after
having reviewed the report of the Board of Directors, in accor-
dance with Articles L 225-209 et seq. of the French
Commercial Code and the directly applicable provisions of the
European Commission regulation of December 22, 2003,
authorize the Board of Directors to cause the Company to
repurchase its own shares in order to:

mcancel them, subject to the adoption of the eighth resclution,
m retain them for the purpose of tendering them within the
scope of an exchange offer or. for payment in external growth
transactions, in accordance with recognised market practice
and applicable regulaticns,

mimplement any share purchase option plans or plans for the
free grant of shares in favor of the beneficiaries as set out inand
in accordance with the ninth and tenth resolutions hereinafter,
m maintain an active market in the Company's shares pursuant
to a market liquidity agreement in accordance with an ethics
charter recognized by the French Financial Markets Authority
(Autorité des Marchés Financlers).

The sharsholders set the maximum purchase price at 300
eurcs per share with a par value of 11 euros and the maxi-
mum number of shares that can be bought back at 10% of
the total number of shares comprising the share capital at

Resolutions

December 31, 2006, i.e., 12,114,918 shares with a par value
of 11 euwros,.for a maximum total amount of 3,634,475,400
euros, subject to the legal limits.

Subject to approval of the twelfth resolution providing for a
two-for-one stock split and as from the date of implementa-
tion of such resolution, the maximum purchase price will be
reduced to 150 euros per share with a par value of 5,50 euros
and the number of shares that may be acquired will be mul-
tiplied by 2, i.e. 24,229,836 shares.

These shares may be acquired at any time and by all available
rneans, either on or off a stock exchange, in private transac-
tions or through the use of option mechanisms, and, if appli-
cable, by all third par-ties acting on behalf of the Company,
in accordance with the last paragraph of Article L 225-206
of the French Commercial Code.

Shares bought back may be assigned or transferred in any
manner on or off a stock exchange or through private trans-
actions, in accordance with the applicable regulations and in
compliance with the objectives set out above.

Dividends on own shares held by the Company shall be allo-
cated to retained earnings.

This authorization is granted for a period of eighteen months
starting from the date of this Meeting. it supersedes the
authorization granted by the Ordinary Shareholders' Meeting
of May 10, 2006 with respect to the non-utilized portion of
such authorization.

The shareholders give full powers to the Board of Directors,
with the possibility of delegating such powers, to implement
this authorization, place orders for trades, enter into all agree-
ments, perform all formalities and make all declarations with
regard to all authorities and, gengrally, do all that is necessary
for the execution of any decisions made in connection with
this authorization.

The Board of Directors shall inform the shareholders of any
transactions performed in accordance with applicable regu-
lations.

Fifth resolution
(Renewal of the term of office of Mr Gérard de La
Martiniére as a director)

The shareholders, deliberating according to the quorum and
majority required for Ordinary Shareholders' Mestings, after
having reviewed the report of the Board of Directors, decide
to renew the term of office of Mr Gérard de La Martiniére as
a director for a term of four years, which will expire at the
end of the Ordinary Shareholders' Meeting for 2011, called to
approve the financial staternents for the financial year ending
December 31, 2010.
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Sixth resolution
(Renewal of the term of office of Mr Cornelis van Lede
as a director)

The shareholders, deliberating according to the guorum and
majority required for Ordinary Shareholders’ Meetings, after
having reviewed the report of the Board of Directors, decide
to renew the term of office of Mr Cornelis van Lede as a direc-
tor for a term of four years, which will expire at the end of
the Ordinary Shareholders’ Meeting for 2011, called to
approve the financial statements for the financial year ending
December 31, 2010,

Seventh resolution

{Approval of the agreements referred to in Article L 225-
38 of the French Commercial Code and of the special
report of the statutory auditors)

The shareholders, deliberating accerding to the quorum and
majority required for Ordinary Shareholders’Meetings, place
on record that the speciat report provided for by the laws
and regulations currently in force, on the agreements and
transactions referred to in Article L 225-38 of the French
Commercial Code, has been submitted to them.

The shareholders approve the agreements entered into dur-
ing the 20086 financial year and the report prepared with regard
to such agreements pursuant to Articles L 225-38 et seq. of
the French Commercial Code.

Extraordinary Shareholders’ Meeting

Eighth resolution
(Cancellation of the shares purchased by the Company
via a reduction in capital)

The shareholders, deliberating according to the quorum and
majority required for Extraordinary Shareholders’ Meetings,
after having reviewed the report of the Board of Directors and
the statutory auditors’ special report, authorize the Board of
Directors to cancel, via its decisions alone, on one or more
occasions, and within the limit of 10 % of the Company's
share capital per twenty-four month period, any or all of the
shares bought back by the Company within the scope of
the authorization adopted by the Ordinary Shareholders’
Meeting in its fourth resolution and those shares bought back
within the scope of the authornzation adopted by the Ordinary
Shareholders' Meeting of May 10, 2008, and to reduce the
share capita! by this amount.

This authorization is granted for a period of twenty-four
months starting from the date hereof and replaces the author-
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ization granted by the Extraordinary Shareholders’ Meeting of
May 10, 2006 in its eighth resoiution.

Full powers are granted to the Board of Directors to imple-
ment this authorization, amend the Articles of Association,
complete all necessary formalities, deduct the difference
between the net book value of the shares cancelled and their
par value amount from all reserve and additional paid-in capi-
tal accounts, with the possibility of sub-detegation to imple-
ment the reduction in capital which shall be decided in
accordance with this resolution.

Ninth resolution

{Authorization granted, for a period of 38 months, to the
Board of Directors to grant to employees and/or corpo-
rate officers share subscription options or share purchase
options)

The shareholders, after having reviewed the report of the
Board of Directars and the statutory auditors’ special report,
authorize the Board of Directors within the scope of Articles
L 225-177 to L 225-186 of the French Commercial Code to
grant on one or more occasions, to employees and/or corpo-
rate officers of the Company or its subsidiaries within the
meaning of Article L 225-180 of the French Commercial Code
or some of such employees and/or corporate officers, options
granting entitlement to subscribe for new shares of the
Company to be issued pursuant to an increase in capital or
options granting entitiement to the purchase of Air Liquide
shares bought back by the Company.

The total number of the options thus granted over a period
of 38 months may not grant entittement to a total number of
shares exceeding 2 % of the Company's capital on the date
of the allocation of the options by the Board of Directors. They
set the period of validity during which the options may be
exercised at a maximum period of 10 years as from the date
of their allocation, and grant full powers to the Board of
Directors to set a shorter period.

This authorization is granted for a period of thirty-eight months
as from the date hereof. It shall entail an express waiver by
the shareholders of their preferential subscription right to the
shares that shall be issued as and when the options are exer-
cised in favor of the beneficiaries of the opticns to subscribe
for shares. It shall be implemented under the conditions and
in accordance with the terms provided for by the legal provi-
sions and regulations in force.

The Board of Directors, within the limits provided for by law,
shall set the conditions in which the opticns will be granted,
the amount of the options offered and shall determine the sub-
scription or purchase price of the shares, which may not be
lower than the average of the opening trading prices for the




twenty stock market trading days prior to the date when the
option is granted. This amount may not be modified unless,
during the period in which the options granted may be exer-
cised, the Company were to carry out one of the financial or
securities transactions provided for by law, In such a case, the
Board of Directors would make an adjustment, under the con-
ditions provided for in the reg‘ulanons to the number and the
price of the shares coverad by the options granted, in order
to take into account the mpact of the transaction; it may fur-
thermore, in such a case, if it were to consider it necessary,
temporarily suspend the right to exercise the options during
the period of such transaction. The Board of Directors shall
also make the adjustments required due to approval of the
twelfth resolution providing for-a two-for-one stock split as from
the date of implementation of such resolution.

This authorization supersedes the authorization granted pur-
suant to the sixteenth resolutnon of the Extraordinary
Shareholders' Meeting of May 12, 2004 and renewed by the
Extraordinary Shareholders’ Meeting of May 10, 2008, that
has been used in part.

Tenth resolution

(Authorization granted, for a period of 38 months, to the
Board of Directors to make free grants of shares (FGS)
in respect of either existing shares or of shares to be
issued to employees or corporate officers of the Group
or some of such employees or corporate officers)

The sharehaolders, dehberatlng according to the quorum and
majority required for Extraord:nary Shareholders’ Meetings,
after having reviewed the report of the Board of Directors and
the statutory auditors’ special report,

1. authorize the Board of Di}ectors, within the scope of the
provisions of Articles L 225-197-1 et seq. of the French
Commercial Code, to make, on one or more occasions, free
grants of shares (FGS} in respect of either existing shares or
of shares to be issued to beneficiaries whom it will deter-
mine from amang the employees of the Company (excluding
corporate officers of the Company) or among the employees
and corparate officers of the entities that are affiliated with it
under the conditions provided for in Article L 225-197-2 of
such Code, under the conditions set out below,

2. decide that the existing shares or shares to be issued
granted pursuant to this authorization may not represent more
than 0.5 % of the share capital on the date of the decision
by the Board of Directors toigrant them,

3. decide that the grant of such shares to their beneficiaries
shall become final either:

i) at the end of a minimum vesting period of two years, it being

Resolutions

specified that the beneficiaries shall then be required to retain
such shares for a minimum period of two years as from their
final date of grant, or

i} for all or some of the shares granted, at the end of a min-
imum vesting period of four years, in which case no minimum
retention period shall apply,

it being specified that the Board of Directors shall have the
option to choose between these two possibilities and to use
them alternatively or concurrently, and that it may, in either
case, extend the vesting period, and, in the first case, extend
the retention period and, in the second case, provide for a
retention period,

4. decide that the grant of such shares to their beneficiaries
shall become final prior to the end of the above-mentioned
vasting periods in the event of a disability of the beneficiary
corresponding to classification in the second or third category
provided for in Article L 341-4 of the French Social Security
Code and that such shares shall be freely transferable in the
event of disability of the beneficiary correspending to classi-
fication in the above-mentioned categories under the French
Social Security Code,

5. record that, in the event of the free grant of new shares,
this authorization shall entail, as and when a final grant is
made of such shares, an increase in the capital by capital-
ization of reserves, profits or additional paid-in capital in favor
of the beneficiaries of the shares and the correlative waiver by
the shareholders of their preferential subscription rights to
such shares in favor of the beneficiaries,

6. grant full powers to the Board of Directors, with the possi-
bility of sub-delegation under the conditions laid down by law,
in order to implement this authorization.

The Board of Directors shall have full powers in Order, in par-
ticular:

m to deterrning the identity of the beneficianas, or the category
or categories of beneficiaries, of the grants of shares and
the number of shares granted to each of them,

m 10 set the conditions and, where applicable, the criteria for
the grant of shares,

» to provide for the possibility to provisionally suspend the
rights to the grant under the conditions provided for by law
and the applicable regulations,

m to record the final dates of grant and the dates as from
which the shares may be freely transferred, in accordance
with this resolution and in light of the legal restrictions,

w t0 enter the free shares granted in a registered account in
the name of their holder, mentioning, where applicable, the
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vesting period and the length of such period, and to waive the
vesting period for the shares in any circumstances in which
this resolution or the applicable regulations make it possible
to waive such vesting period,

w to provide for the possibility, if it considers it necessary, to
make the adjustments to the number of shares granted free
required in order to preserve the rights of the beneficiaries,
depending on any operations relating to the capital of the
company carried out during the vesting period, as referred
to in Article L 225-181 para. 2 of the French Commercial
Code, and under such conditions as it may determine,

a in the event of the issue of new shares, to deduct, where
applicable, from the reserves, profits or additional paid-in cap-
ital as it chooses, the amounts required to pay for such shares,
record the completion of the capital increases carried out pur-
suant to this authorization, make the corresponding amend-
ments to the Articles of Association and, in general, camry out
all acts and complete all formalities that may be required.

This authorization is granted for a period of thirty-eight months
as from the date hereof.

Eleventh resolution

{Delegation of authority for a period of 26 months to per-
form capital increases reserved for members of Company
or Group savings plans)

The shareholders, deliberating according to the quorum and
majority required for Extraordinary Shareholders’™ Meetings,
after having reviewed the report of the Board of Directors and
the statutory auditors’ special report, deliberating pursuant to
Articles L 225-129-6 and L 225-138-1 of the French
Commercial Code and Articles L 443-1 et seq. of the French
Employment Code:

1. delegate to the Board of Directors, the authority to decide
one or more capital increases reserved for members, in
France or other countries, of a Company or Group savings
plan, via the issue of ordinary shares of the Company, in
France, in euros.

The delegation thereby granted is valid for a period of twenty-
six months starting from the date of this Shareholders’ Meeting.

2. decide that the total amount of capital increases that may
be performed in this respect may not exceed 200 miflion
euros, including additional paid-in capital and the number of
new shares to be issued, which will be immediately identical
to other existing shares, may not exceed 1 million. This num-
ber will be increased to 2 million subject to approval of the
twelfth resolution for the two-for-one stock split and as from
the date of implementation of such resolution.

AIR LtOUIDE 180

3. decide that the beneficiaries of these capital increases will
be directly or through a Company mutual fund or all other
structures or entities permitted by applicable legal or regula-
tory provisions, the members, from the Company and the
companies which are affiliated to it within the meaning of
Article L 225-180 of the French Commercial Code, of a
Company or Group savings plan who furthermore satisfy any
conditions set by the Board of Directors.

4. decide to eliminate, in favor of the above-mentioned ben-
eficiaries, the preferential subscription rights of sharsholders
to the shares which will be issusd.

5. decide that the subscription price may not exceed the aver-
age of the opening trading prices for the share during the
twenty stock market trading days preceding the date of the
decision setting the opening date for the subscription period,
or be more than 20 % lower than such average.

6. also decide that, should the beneficiaries not subscribe to
the entire capital increase within the allotted deadlines, the
capital increase would only be performed for the amount of
the shares subscribed, and that the non-subscribed shares
may be offered again to the beneficiaries concerned within the
scope of a subsequent capital increase.

7. give full powers to the Board of Directors with a right of
sub-delegation under the conditions set by law, to set, within
the limits described above, the various terms and conditions
of the transaction and notably:

= fix the criteria which the companies must meet in order for
their employees to be entitled to benefit from the capital
increases and prepare a list of these companies,

= set the terms and conditions of the share issue, the char-
acteristics of the shares, determine the subscription price cal-
culated based on the method defined above, set the deadline
for fully paying up the subscribed shares, it being possible that
the payment by beneficiaries may be completed by the
Company or companies which are affiliated to it within the
meaning of Article L 225-180 of the Commercial Code;
deduct from the “additional paid-in capital” account all costs
relating to these capital increases and should it be considered
appropriate, all sums necessary to bring the legal reserve up
to one tenth of the new share capital after each share issue,

= set the opening and closing dates for the subscription
period, record the completion of the corresponding capital
increase and amend the Articles of Association accordingly.

This delegation of authority deprives of all legal effect the
authorization granted to the Board of Directors pursuant to
the eleventh resolution of the Extraordinary Shareholders’
Meseting of May 10, 20086, for the amount of the non-utilized
portion of such authorization.




Twelfth resolution

(Two-for-one stock split)
|
The shareholders, deliberating according to the quorum and

majority required for Extraordinary Shareholders'Meetings,
after having reviewed the report of the Board of Directors,
decide to reduce the par value of the shares making up the
share capital by dividing it by 2, although the amount of share
capital shall remain unchangéd.

Accordingly, the shareholders decide that:
u the par value of the Company's shares will be reduced
from 11 euros to 5.50 euros,’

w the number of outstanding shares will be multiplied by 2
50 that the amount of the share capital remains unchanged,

m each share with a par value of 11 euros making up the share
capital at the time of the stock split will be automatically
replaced without any formalities being required by 2 shares
with a par value of 5.50 euros which, subject only to this
change, will carry the same rights as the old shares,

m the number of shares that may be obtained by the benefici-
aries of options 1o subscribe for shares in the Company, pur-
suant to the option plans authorized by the Extraordinary
Shareholders’ Meetings of May 12, 1999, May 4, 2000, April
30, 2002 and May 12, 2004, and pursuant to the ninth reso-
lution of this Shareholders’ Meeting {for the options granted
pricr to the date of implementaltion of this resolution) will be mul-
tiplied by 2 while the unit prices for subscription of the option
shares in force prior to the stock split will be divided by 2.

The shareholders decide that all the expenses relating to the
stock split will be borne by the Company.

The shareholders delegate: full powers to the Board of
Directors, with the possibility of delegation within the limits
provided for by law, to set the effective date of this two-for-
one stock split which will bé after May 15, 2007, to make
any adjustments that may be hecessary due to this stock split
and the adjustments referred to above and to carry out all acts
and complete all formalities and declarations that may be
reguired as a result of this decision, and to determine in par-
ticular the number of new shares of 5.50 euros to be issued
depending on the number of shares of 11 euros existing at
such date, exchange the new shares for the old shares, com-
plete all formalities and, more generally, directly take all the
appropriate or necessary stl‘eps in order to implement thig
decision or have such appropriate or necessary steps taken
by an authorized representative, and amend Article 5 of the
Articles of Association relating to the par value of shares and
the number of shares making up the capital accordingly.
1
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Thirteenth resolution
(Amendment of Article 18 of the Articles of Association
- participation in Shareholders’' Meetings)

The shareholders, deliberating according to the quorum and
majority required for Extraordinary Shareholders’ Meetings
and at the proposal of the Board of Directors, decide to
amend Article 18 of the Company’s Articles of Association,
which from now on shall be drafted as follows:

“The Shareholders'Meeting shall consist of alf the sharehold-
ers, regardiess of the number of shares they hold, provided
that all due payments have been made on such shares and
that they are not deprived of voting rights.

Evidence of the right to participate in Sharehoiders’ Meetings
shall result from an entry in the Company's share register in
the name of the shareholder or the intermediary acting on the
shareholder's behalf {under the conditions provided for by
French law) at zero hours Paris time on the third business day
priar to the Shareholders' Meeting:

u for registered sharehoiders: in the registered share accounts
kept by the Company,

w for bearer shareholders: in the bearer share account kept
by the duly empowered intermediary, under the conditions
provided for by the reguiations in force.

Owners of registered or bearer shares shall moreover, at least
three days prior to the Meeting, have filed a proxy form or a
mail voting form, or the single document that serves for both
purposes, or, if the Board of Directors has so decided, a
request for an admission card. However, the Board of
Directors shall always have the possibility to shorten this
period if it considers it appropriate. It shall also have the pos-
sibility to authorize the use of teletransmission (including elec-
tronic means} to send the proxy or mail voting forms to the
company under the conditions laid down by the laws and
reguiations in force.

When use of the electronic signature is made, it may take
the form of a process that meets the conditions set in the first
sentence of the second paragraph of Article 1316-4 of the
French Civil Code.

The Shareholders' Meeting, duly constituted, represents all of
the sharehoiders.

Ordinary and Extraordinary Shareholders' Meetings, and
where applicable Special Shareholders’' Mestings, shall be
convened, shall meet and shall deliberate under the condi-
tions provided for by French law and these Articles of
Association.
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Meetings shall take place at the head office or in any other
place designated by the person sending out the notice of
the Meeting, even if this is outside the head office or the
département of the head office.

Shareholders' Meetings shall be chaired by the Chairman of
the Board of Directors or, in his absence, by the Vice-
Chairman or the oldest Vice-Chairman of the Board, if one
or more Vice-Chairmen have been appointed, or otherwise by
a director specifically appointed for this purpose by the Board.
In the event of impediment of the Vice-Chairman or Vice-
Chairmen when Vice-Chairmen have been appointed or if
the Board has not specially appointed a director, the share-
holders shall themselves appoint the Chairman of their
Mesting.

The two members of the Shareholders' Meeting with the
highest number of votes and having accepted such duties
shall act as scrutineers for the Shareholders' Meeting. The
officers of the Meeting shall appoint a secretary who need not
be a sharehoider:

In the event that the Meeting is convened by a statutory audi-
tor or by a court-appointed representative, the Shareholders’
Meeting shall be chaired by the person calling the Meeting.

Upon the decision of the Board of Directors, published in
the notice of Mesting or notice of convocation, 1o use such
means of telecormmmunications, the sharsholders who take part
in the Shareholders' Meeting by videoconference or using
means of tefecommunications permitting them to be identified
in accordance with the conditions provided by the legal pro-
visions in force, shall be considered as present for calculating
the quorum and voting majority.”
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Ordinary Shareholders’ Meeting

Fourteenth resolution
(Powers for formalities)

Full powers are granted to a holder of a copy or extract of the
minutes of this Shareholders’ Meeting to perform all official pub-
lication and other formalities required by law and the regilations.
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Statutory auditors’ special report
on certain related party transactions

This is a free transiation into E;nglish of a report issued in the French language and is provided solely for the convenience of English
speaking readers. This report should be read in conjunction with, and construed in accordance with, French law and profes-
sional auditing standards applicable in France.

In our capacity as statutory auditors of your Company, we hareby report on the agreements and commitments with related parties.

In accordance with Article L; 225-40 of the French company law (Code de commerce), we have been advised of the agree-
ments and commitments which were authorized by the Board of Directors.

We are not required to ascertain whether any other contractual agreements and commitments exist but to inform you, on the basis
of the information provided to us, of the terms and conditicns of those agreements and commitments indicated to us. We are
not required to comment as to whether they are beneficial or appropriate. It is your responsibility, in accordance with Article 92 of
the March 23, 1967 Decree, to evaluate the benefits resulting from these agreements and commitments prior to their approval.

We conducted our work in accordance with French professional standards. These standards require that we perform the neces-
sary procedures to verify that ‘the information provided to us is consistent with the documentation from which it has been extracted.

1. With Mr. Benoit Potier
Employment contract amendment
During its meeting of May 10, ."2006. the Board of Directors authorized an amendment to the employment contract of Mr. Benoit Potier.

» Mr. Bencit Potier's employment contract is suspended during his term of office as Chairman and Chief Executive Officer. When
this term of office expires under whatever circumstances, his employment contract shall be automatically reinstated with imme-
diate effect. |

w The employment contract fshali add to the seniority acquired by Mr. Potier pricr to the suspension, the senicrity acquired from
this term of office having ali rights attached thereto, particulady for the retirement benefits of all plans.

m Upon expiry of his term of office, Mr. Benoit Potier shall resume his duties as director of markets and major customers or any
other equivalent position. In ¢onsideration thereof, he shall receive his current remuneration, i.e. fixed portion of 391,037 euros in
2006. This remuneration shall be revalued by taking into account the changes in the remuneration of the Company’s senior man-
agers during the suspension period. Mr. Potier may also receive a variable remuneration,

w Mr. Benoit Potier expresslx‘ waives the breach of contract compensation that he received under the agreement of November
15, 2001. Hence, in the event of a breach of contract by the Company, Mr. Bengit Potier shall receive the statutory and contrac-
tual compensation applicable to the Company’s senicr managers.

Termination payments

m During its meeting of May 10, 2008, the Board of Directors reconsidered the terms of the compensation allocated to Mr.
Benoit Potier in the event of the non-renewal or revocation of his duties as Chairman and Chief Executive Officer, except in case
of gross negligence. This compensation would be calculated by applying the contractual provisions covering all Company
executives. This compensation would amount to a maximum of 20 months’ average remuneration {fixed and variable} received in
the 24 months prior to the expiry of the term of office. This compensation includes any payment that could be due in the event
of termination of the employment contract.

» During its mesting of May 10, 2008, the Board of Directors decided to grant Mr. Benoit Patier, in the event of the non-renewal
or revocation of his term of office as Chairman and Chief Executive Officer, in the 24 months following a changs in control of Air
Liquide, an additional compénsation equal to 12 months’ average monthly remuneration (fixed and variable) received in the pre-
ceding 24 months.

These two agreements had no impact during the fiscal year.
Retirement benefits i

During its meeting of May 10, 2006, the Board of Directors authorized amendments to the additional and supplementary defined
contribution retirement plans and the supplementary defined benefit retirement plan confirming that the company officers are
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also participants under the same terms and conditions as emptoyees, once the allocation of these plans is decided by the Board
of Directors.

m During its meeting of May 10, 2008, the Board of Directors renewed, for the benefit of Mr. Bencit Potier, the additional and
supplementary defined contribution retirement plans applicable to senior managers and executives for the portion of remunera-
tion that is lower than 16 times the social security maximum.

m During its meeting of May 10, 2006, the Board of Directors renewed, for the benefit of Mr. Benaoit Potier, the supplementary
defined benefit retirement plan applicable to senior managers and executives whose total remuneration exceeds 16 times the social
security maximum. The plan only applies if the beneficiary is stil in the Company at the time of his retirement. In the event of the
termination of mandate or breach of employment contract at the Company's initiative and except in case of gross negligence,
Mr. Benoit Potier may retain his rights should he reach 55 or should he have at least 20 years of seniority at such date. Retirement
benefits corresponding to the defined benefit plan are equal to 1 % for each year of seniority based on the average of the 3 high-
est total annual remunerations exceeding 16 times the social security maximum during the last 5 years of employment.

Total retirement benefits, under all retirement plans, are capped at 45% of the average of the three best years of the last five
years' total annual remuneration. For the calculation, the average of variable portions cannot exceed 100 % of the average of the
fixed portions used for this calculation.

The amount of contributions paid by the Company in 20086 for defined contribution plans was 72,461 euros.
Death, disability and related benefits

During its meeting of May 10, 2008, the Board of Directors authorized an amendment to the death, disability and related benefit
plan confirming that the Company officers are also participants under the same terms and conditions as employees, once the allo-
cation of this plan is decided by the Board of Directors.

By decision of the Board of Directors of May 10, 20086, Mr. Benoit Potier shalf benefit, in his capacity as company officer, from
the death, disability and related benefits plan applicable to senior managers and executives whose total remuneration exceeds
8 times the annual social security maximum. This plan guarantess the payment of benefits in the event of death or permanent
and absolute invalidity.

The amount of contributions paid by the Company in 2008 for death, disability and related benefits was 53,790 euros.
Unemployment insurance

By decision of the Board of Directors of May 10, 2006, Benoit Potier shall benefit, in his capacity as company officer, from the
guarantee covering company managers and executives subscribed by the Company.

The amount of contributions paid by the Company in 2008 for unemployment insurance was 4,660 euros.

2. With Mr. Klaus Schmieder
Termination payments

» Under his employment contract dated May 7, 2004, Mr. Klaus Schmieder would receive a lump-sum fixed amount, should the
Company unilaterally terminate his employment contract before he should reach 80, except in case of gross negligence and
incapacity. This payment would be equal to the lower of 18 months of the fixed portion of remuneration with respect to his salaried
employee duties or the number of months of the fixed portion of his remuneration between such date and his 60th birthday.

w During its meeting of May 10, 2008, the Board of Directors renewed, with respect to his duties as Senior Executive Vice-President,
the lump-sum fixed amount that Mr. Klaus Schmieder would receive in the event of the non-renewal or revocation of his term of
office, except in case of gross negligence. This payment would be equal to the lower of 18 months of the fixed portion of remu-
neration as Senior Executive Vice-President or the number of months of the fixed portion of his remuneration between such date
and his 60th birthday. The payment is cumulative with that due with respect to his employment contract in the event of the con-
comitant termination.

m During its meeting of May 10, 2006, the Board of Directors decided to grant Mr. Klaus Schmieder, in the event of the non-renawal
or revocation of his duties as Senior Executive Vice-President, in the 24 months following a change in control of Air Liquide, an
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additional compensation equal to 12 months' average monthly remuneration (fixed and variable) received, for whatever reason,
in the preceding 24 months.

These agreements had no impact during the fiscal year.
|
Retirement benefits

During its mesting of May 10, 2008, the Board of Directors authorized amendments to the additional and supplementary defined
contribution retirement plans and the supplementary defined benefit retirement plan confirming that the Company officers are
also participants under the same terms and conditions as employees, once the altocation of these plans is decided by the Board
of Directors. I

|
m During its mesting of May 10, 2008, the Board of Directors renewed, for the benefit of Mr. Klaus Schmieder, the additional and
supplementary dsfined contribution retirement plans applicable to senior managers and executives for the portion of remunera-
tion that is lower than 16 times the social security maximum.

a During its meeting of May 10, 2006, the Board of Directors renewed, for the benefit of Mr. Klaus Schmieder, the supplementary
defined benefit retirement plan applicable to senior managers and executives whose total remuneration exceeds 16 times the sccial
security maximum. The plan ohly applies if the beneficiary is still in the Compary at the time of his retirement. In the event of the
termination of mandate or breach of employment contract at the Company's initiative and except in case of gross negligence,
Mr. Klaus Schmieder may retaln his rights should he reach 55 and should he have at ieast 5 years of seniority at such date.
Retirement benefits correspondlng to the defined benefit plan are equal to 1 % for each year of seniority based on the average
of the 3 highest total annual remunerations exceeding 16 times the social security maximum during the last 5 years of employ-
ment.

Total retirement benefits, under all retirement plans in France and abroad, are capped at 45 % of the average of the three best
years of the last five years' total annual remuneration. For the calculation, the average of variable portions cannot exceed 100 %
of the average of the fixed portlons

In 2008, your Company did not make any payments to the additional retirement fund manager.

3. With Mr. Jean-Claude Buéno
Termination payments

|
During its meeting of May 10, 2008, the Board of Directors decided to grant Mr. Jean-Claude Buono, in the event of the non-
renewal or revocation of his dutles as Senior Executive Vice-President, in the 24 months following a changs in control of Air Liquide,
a compensation equal to 12 months average monthly remuneration (fixed and variable) received, for whatever reason, in the
preceding 24 months.

This agreement had no impact during the fiscal year.
Retirement benefits ‘

During its mesting of May 10, 2008, the Board of Directors renewed, for the benefit of Mr. Jean-Claude Buono, the annual global
pension applicable to employees over 45 or with more than 20 years of seniority as of February 1, 1996. The annual pension
amounts to 396,367 euros {November 2001 value date) and shall be revalued to take into consideration the change In retirement
benefits paid by the Air Liquide Group between Novernber 2001 and the effective pension payment date.

This agreemeant had no impact during the fiscal year.
Courbevois and Paris-La Défense, March 19, 2007

The statutory auditors

MAZARS & GUERARD ERNST & YOUNG Audit
Frédéric Allilaire Qlivier Breillot
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Resolutions

Statutory auditors’ report
on the reduction in capital by the repurchase of shares to be
cancelled

This is a free translation into Engilish of a report issued in the French language and is provided solely for the convenience of English
speaking readers. This report should be read in conjunction with, and construed in accordance with, French law and profes-
sional auditing standards applicable in France.

in our capacity as statutory auditors of L'Air Liquide S.A. and in compliance with Article L.225-209, paragraph 7 of French Company
Law (Code de commerce) in respect of the cancellation of a company’s own shares praeviously repurchased, we hereby report
on our assessment of the terms and conditions of the proposed reduction in capital,

We conducted our work in accordance with French professional standards. These standards require that we perform the neces-
sary procedures to examine whether the terms and conditions for the proposed reduction in capital are fair,

This operation involves the repurchase by your Company of its own shares, representing an amount not in excess of 10 % of its
total capital, in accordance with Article L. 225-209 of French Company Law (Code de commerce). Moreover, this purchase author-
ization is proposed to your Shareholders” Meeting for approval and would be given for a period of 18 months.

Your Board of Directors requests that it be empowered for a period of 24 months to proceed with the cancellation of own shares
the Company was authorized to repurchase, representing an amount not exceeding 10 % of its total capital for a period of 24 months.

We have nothing to report on the terms and conditions of the proposed reduction in capital, which can be performed only after
your Shareholders’ Meeting has already approved the repurchase by your Company of its own shares.

Courbevoie and Paris-La Défense, March 19, 2007
The statutory auditors

MAZARS & GUERARD ERNST & YOUNG Audit
Frédéric Allilaire QOlivier Breillot

Statutory auditors’ report
on the stock option subscription or purchase plan
reserved for employees

This is a free translation into English of a report issued in the French language and is provided solely for the convenience of English
speaking readers. This report should be read in conjunction with, and construed in accordance with, French law and profes-
sional auditing standards applicable in France.

In our capacity as statutory auditors of your Company and in compliance with Articles L. 225-177 of French Company Law
{Code de commerce) and article 174-19 of the March 23, 1967 Decree, we hereby report on the stock option subscription or
purchase plan reserved for employees or company officers of your Company or affiliated companies as defined by Article L.225-
180 of French Company Law (Code de commerce) or some of them.

The report on the reasons for the stock option plan and on the proposed methods used for determining the subscription or pur-
chase price is the responsibility of the Company’s management. Our responsibility is to express an opinion on the proposed
metheds for determining the subscription or purchase price.

We conducted our work in accordance with French professional standards. These standards require that we perform the necessary
procedures to verify that the methods proposed for determining the subscription or purchase price are included in the Management
Report, are in accordance with legal requirements, are of information to the shareholders and do not appear manifestly inappropriate.

We have nething to report on the methods proposed.

Courbevoie and Paris-La Dé&fense, March 19, 2007
The statutory auditors

MAZARS & GUERARD ERNST & YOUNG Audit
Frédéric Allilaire Olivier Breillot
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Statutory auditors’ special report
on the granting of free existing shares or shares to be issued
to Company err?ployees and directors

This is a free translation into English of a report issued in the French language and is provided solely for the convenience of English
speaking readers. This report shoufd be read in conjunction with, and construed in accordance with, French law and profes-
sional auditing standards applicable in France.

In our capacity as statutory aud|tors of your Company and in compliance with Article L.225-197.1 of French Company Law
{Code de commerce) we hereby report on the proposed allotting of free existing shares or shares to be issued to some employ-
ees of your Company {with the exception of Company officers) and to some employees or officers of affiliated companies as defined
by Article L.225-197-2 of French company law (Code de commerce).

Your Board of Directors prop'oses that it be authorized to allot free existing shares or shares to be issued. It is the Board's
responsibility to prepare a repdrt on the operation that it wishes to implement. 1t is our responsibility to report our observations
on the information provided to you in respect of the proposed operation.

In the absence of any professrona1 standards applicable to this operation deriving from a legal ruling dated December 30, 2004,
we performed such procedures as we deemed necessary. These procedures consisted in examining the methods proposed and
described in the Board of Directors' report in accordance with requirements of faw.

We have nothing to report onjthe information contained in the Board of Directors’ report in connection with the proposed allot-

ting of free shares. I

Courbevoie and Paris-La Défense, March 19, 2007

The statutory auditors

MAZAHS & GUERARD ERNST & YOUNG Audit
Frédéric Allilaire Qlivier Breillot
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Statutory auditors’ report

on the increase in capital with cancellation of preferential
subscription rights reserved for Company employee members
of the Company's savings scheme

This is a free transfation into English of a report issued in the French language and is provided solely for the convenience of English
speaking readers. This report should be read in conjunction with, and construed in accordance with, French law and profes-
sional auditing standards applicable in France.

In our capacity as statutory auditors of your Company and in compliance with Articles L.225-135 etc. of French Company Law
{Code de commerce), we hereby report on the proposal to grant your Board of Directors the ability to decide on an increase in
capital by the issuing of ordinary shares with cancellation of preferential subscription rights for an amount not exceeding
200,000,000 euros reserved for the employees of your Company or affiliated companies as defined by Article L.225-180 of
French Company Law (Code de commerce), an operation upon which you are called to vote.

This increase in capital is submitted for your approval in accordance with Articles L.225-129-6 of French Company Law (Code
de commerce) and L. 443-5 of French labour law (Code du Travail).

Your Board of Directors proposes, on the basis of its report, that it be granted the ability, for a period of 26 months, to decide on
one or several increases In capital and to cancel your preferential subscription rights. If necessary, it will determine the final con-
ditions for this operation.

It is the responsibility of your Board of Directors to prepare a report in accordance with Articles 154 and 155 of the March 23, 1967
Decree. It is our responsibility to report on the fairness of the financial information taken from the accounts, on the proposed
cancellation of preferential subscription rights and on other information relating to the share issue, provided in this report.

We conducted our work in accordance with French professional standards. These standards require that we perform the neces-
sary procedures to verify the contents of the Board of Directors' report relating to this operation and on the methods for deter-
mining the issue price.

Subject to a subsequent examination of the conditions for these proposed increases in capital, we have nothing to report on the
methods for determining the issue price provided in the Board of Directors' report.

As the issue price has not vet been determined, we do not express a conclusion on the final conditions under which the
increases in capital will be carried out and, consequently, on the proposed cancellation of preferential subscription rights.

In accordance with Article 155-2 of the March, 23 1967 Decree, we will issue a supplementary report, if necessary, when your
Board of Directors exercises this ability.

Courbevoie and Paris-La Défense, March 19, 2007

The statutory auditors

MAZARS & GUERARD ERNST & YOUNG Audit
Frédéric Aliilaire Qlivier Breillot
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Additional information

General information

1 General information

Law applicable to L'Air Liquide S.A.
French faw.

Incorporation and expiration dates
The Company was incorporated on November 8, 1902, for
a get term expiring on February 17, 2028.

Business and Company register
552 096 281 R.C.S. Paris
APE code: 244A

Consulting legal documents

The Aricles of Association, Minutes of Shareholders’
Meetings and other Company documents may be consulted
at Company headguarters.

Fiscal year
The Company’s fiscal year starts on January 1, and ends on
December 31, of the same year.

21 Articles of Association

Section |
Name - Purpose - Head Office - Term

Art. 1: Form and name

The Company is a joint stock company, with a Board of
Directors. This company will be governed by the laws and
regulations in force and these Articles of Association.

The Company’s name is “L'Air Liquide, Société anonyme pour
I’Etude et I'Exploitation des procédés Georges Claude.”

Art. 2: Purpose
The Company’s corporate purpose includes:

1. The study, exploitation, sale of the patents or inventions of
Messrs. Georges and Eugéne Claude pertaining to the lique-
faction of gases, the industrial production of refrigeration, lig-
uid air and oxygen, and the applications or utilizations thereof;

2. The industrial production of refrigeration, of liquid air, the
applications or uses thereof, the production and liquefaction
of gases, and in particular oxygen, nitrogen, helium and
hydrogen, the applications and uses thereof in all forms, pure,
in blends and combinations, without any distinction as to state
or origin, in all areas of application of their physical, thermo-
dynamic, chernical, thermochemical and biological properties,
and, in paricular, in the domains of propulsion, the sea,
health, agri-business and paollution;
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3. The purchase, manufacturing, sale, use of all products per-
taining directly or indirectly to the aforementioned corporate
purpose, as well as all sub-products resulting from their man-
ufacturing or their use, of all machines or devices used for the
utilization or application thereof and, more specifically, the pur-
chase, manufacturing, sale, use of all products, metals or
alloys, derived or resulting from a use of oxygen, nitrogen and
hydrogen, pure, blended or combined, in particular of all
oxygenated or nitrogencus products;

4. The study, acquisition, direct or indirect exploitation or
sale of all patents, inventions or methods pertaining to the
same corporate purposes,

5. The exploitation, directly or through the incorporation of
companies, of all elements connected, directly or indirectly,
with the Company’s purpose or likely to contribute 1o the
development of its industry;

6. The supply of all services, or the supply of all products likety
to develop its clientele in the industry or health sectors;

The Company may request or acquire all franchises, perform all
constructions, acquire or lease all quarries, mines and all real
property, and take over all operations connected with its cor-
porate purpose, sell or lease these franchises, merge or cre-
ate partnerships with other companies by acquiring company
shares or rights, through advances or in any appropriate man-
ner. It may undertake these operations either aone or jointly;

Lastly, and more generally, it may camy out all industrial, com-
mercial, real estate, personal or financial operations pertaining
directly or indirectly to the comporate purposes specified above.

Art. 3: Head office

The Company's head office is located at 75, Quai d'Orsay,
Paris.

it may be transferred upon a Beard of Directors’ decision to
any other location in Paris or a neighboring département, sub-
ject to the ratification of such decision by the next Ordinary
General Shareholders’ Meeting, and anywhere alse by virtue
of a decision by an Extraordinary Shareholders’ Meeting.

Art. 4: Term

The Company’s term has been fixed at 89 years beginning on
February 18, 1929, except in the event of early dissolution
or extension.

Section 1l
Share capital - Shares - Identification of shareholders

Art. 5: Share capital

The share capital has been set at 1,325,557,618 euros
divided into 120,505,238 fully paid-up shares of a par value
of 11 euros each.




Share capital is increased under the conditions stipulated
by law either by issuing ordinary or preferred shares, or by
raising the par value of existing shares. It may also be
increased by exercising the rights attached to marketable
securities granting access to share capital, under the
conditions stipulated by law.

In accordance with prevailing legal provisions, unless otherwise
decided by the Shareholders’ Meeting, the shareholders have,
in proportion to the amount of shares they own, a preferential
subscription right to the shares issued in cash in order to
increase share capital.

The share capital may also be'reduced under the conditions
stipulated by law, in particular, By reducing the par value of the
shares, or by reimbursing or redeeming shares on the stock
exchange and by canceling sljares. or by exchanging exist-
ing shares for new shares, in an equivalent or lesser number,
with or without the same par value, and with or without a cash
balance to be paid or received. The Shareholders’ Meeting
may always compel the shareholders to sell or purchase
existing shares to permit the exchange of existing shares
for new shares, with or withoyt a cash balance to be paid
or received, even if such reduction is not a result of losses.

Art. 6; Shares !

If the new shares are not fully paid up upon issuance, calls for
payment shall be performed, on dates set by the Board of
Directors, by means of announcements posted ong month
in advance in one of the Parid official legal gazettes chosen
for the legal publication of the Company's deeds.

Shares not fully paid up shall bé held as registered shares until
they are fully paid up. '

i
Each payment on any subscribed shares will be registered in
an account opened in the name of the subscriber.

All late payments shall automatically bear interest, for the
benefit of the Company, as of'the due date, without any for-
mal notice or legal action, at the legal interest rate, subject
to any personal action that tHe Company may take against
any defaulting shareholder and the compulsory execution
measures provided by law.

Art. 7: Type of shares

Paid-up shares arg registered:as registered shares or bearer
shares depending on the choice of the shareholder.

The provisions of the aforemerjtioned paragraph also apply to
other securities of any nature issued by the Company.

Art. 8: Rights and obligations governing shares

Shareholders shall not be liable above the amount of their

subscription.
\

Additional information

Share ownership automatically binds shareholders to the
Articles of Association and the decisions of the Shareholders’
Meetings.

Any share grants entitlement, during the Company’s term,
as in the event of liquidation, to the payment of an identical
net amount for any distribution or redemption.

Shares are freely transferable under the conditions provided
by law. .

Art. 9: Identification of shareholders

The Company may avail itself at any time of the legal and
statutory provisions in force permitting the identification of the
owners of shares conferring immediately or in the future
the right to vote in Shareholders’ Meetings, as well as the
number of shares they own.

In addition to the legal obligations to notify the Company,
any person, acting alone or jointly, coming in direct or indi-
rect possession of a fraction of the Company’s capital or
voting rights equal to or greater than 2%, or a multiple of
2% of capital or voting rights {including above the 5% thresh-
oldy, is required to inform the Company within fifteen days as
of the date on which the threshold is exceeded and, as the
case may be, independently of the effective transfer date of
share ownership. The person shall state the number of shares
and marketable securities granting entitlement to capital that
he or she owns on the date of notification. Any decrease
below the 2% threshold or a multiple of 2% of capital or vot-
ing rights shall be notified in the sama manner.

In the event of a failure to meet this additional notification obli-
gation, one or several shareholders, owning a fraction of the
Company's capital or voting rights amounting to at least 2
%, may, at a Shareholders’ Meeting, request that the shares
exceeding the fraction which should have been reported, be
stripped of their voting rights for any Shareholders’ Meeting
held until the end of a two-year period following the date on
which the notice is rectified. The request is recorded in the
minutes of the Shareholders’ Meeting.

Art. 10: Co-ownership and usufruct

As all shares are indivisible from the point of view of the
Company, all joint owners of shares are required to be repre-
sented vis-a-vis the Company by a single owner selected from
among them or proxy under the conditions provided by law.

The voting right attached to the share is exercised by the ben-
eficial owner at both Ordinary and Extracrdinary Shareholders’
Meetings. However, the bare-owner shall be entitled to attend
all Shareholders’ Meetings. He or she may also represent
the beneficial owner at Shareholders’ Meetings.

The heirs, creditors, trustees or successors of a shareholder
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may not, on any grounds whatsoever, call for the affixing of
seals on the Company's assets and securities, request the
distribution thereof, or interfere in any manner whatsoever in
its administration.

In order to exercise their rights, they must consult the
Company’s records and decisions of the Shareholders’
Meetings.

Section HI
Management of the Company

Art. 11: Composition of the Board of Directors

The Company is managed by a Board of Directors, compris-
ing a minimum of three members and a maximum of fourteen
mermbers {unless temporarily waived in the event of a merger),
physical persons or legal entities.

The members of the Board of Directors are appointed by the
Ordinary Shareholders’ Meeting for a term of four years expir-
ing at the close of the Shareholders’ Mesting held to approve
the financial statements for the previous year and which is
held in the year during which the mandate expires. As an
exception to this rule, the members of the first Board of
Directors who exercised functions as members of the
Supervisory Board in the Company under its former mode of
administration shall be appointed for a period equal to the
remaining term of their mandate as members of the
Supervisory Board.

The members of the Board of Directors may be re-elected.

Each director must own at least 500 registered shares in the
Company during the term of his functions. If, on the date of
his appaintment, a director does not own the required num-
ber of shares or if, during his term, he ceases to own them,
he is deemed to have resigned with immediate effect if he has
not rectified the situation within a period of three months.

In the event of a vacancy of one or more seats due to death
or resignation, the Board of Directors may, between two
Shareholders” Meetings, make temporary appointments.
Provisional appointments made by the Board of Directors
are subject to the approval of the next Ordinary Shareholders’
Meeting. If the number of directors falls below the legal
minimum, the remaining directors must immediately convene
an Ordinary Shareholders' Mesting in order to make up the
numbers of the Board.

No individual over the age of 70 shall be appointed as a mem-
ber of the Board of Directors if his appointment increases the
nurmber of the members of the Board of Directors who have
passed this age to over ane third. If during their term, the num-
ber of the members of the Board of Directors who have
passed 70 years of age exceeds one third of the Board’s mem-
bers, the oldest member of the Board of Directors who has not
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camied out management functions in the Company is deemed
to have resigned at the end of the Annual Shareholders’
Meeting held following the occurrence of this event.

During the Company's term, directors are appointed and their
mandates renewed under the conditions provided by law.

They may be dismissed by the Ordinary Shareholders’
Meeting at any time.

Art. 12: Organization and management of the Board of
Directors

The Board of Directors elects from among its members who
are individuals, a Chairman. It determines his remuneration
and sets his term of office which may not exceed his term of
office as director. The Chairman may be re-elected.

The Chairman of the Board of Directors performs the duties
entrusted to him by law. He chairs the Board of Directors,
organizes and manages its work and reports on such work to
the Shareholders’ Meeting. He ensures that the Company’s
bodies operate properly and, in particular, that the directors
are able to fulfill their assignments.

The Board may also appoint from among its members one
or more Vice-Chairmen, whose term of office shall be deter-
mined within the limit of their term as director and whose
role it is, subject to the legal provisions applicable in the event
of the temporary impediment or death of the Chairman, to
convene and chair board Meetings or chair Shareholders’
Meetings in accordance with these Articles of Association
when the Chairman is impeded.

No director who does not also assume the role of Chief
Executive Officer may be appointed as Chairman of the Board
of Directors after the age of 68. , during the term of office,
this age limit is reached, the Chairman’s mandate shall ter-
minate at the close of the Shareholders’ Meeting held to
approve the financial statements for the year during which
he has reached the age of 68. If the Chairman of the Board
of Directors also assumes the role of Chief Executive Officer,
the applicable age limit is that applicable to the Chief
Executive Officer.

The Chairman and each Vice-Chairman may be dismissed by
the Board of Directors at any time. They may also be re-elected.

The Board may appoint a secretary who need not be a share-
holder or one of its members.

Art. 13: General Management
Management organization

In accordance with the law, the Company's General
Management is assumed either by the Chairman of the Board
of Directors or by any other physical person, director or not,




\
appointed by the Board of Directors and who assumes the
role of Chief Executive Officer,

The choice between sither of Fhe two General Management
organizations described above is made by the Board of
Directors. The Board of Dlrectors makes its decision relating
to the choice of General Management organization under
the quorum and majority COﬂPItIOﬂS stipulated in Article 14
of these Articles of Association. The shareholders and third
parties are informed of the Board of Directors’ decision under
the conditions stiputated by the regutations in force.

The choeice made by the Board of Directors remains valid uniil
it decides otherwise.

The Board of Directors will revuew as necessary, the choice
made each time the mandate of the Chairman of the Board of
Directors or the Chief Executive Officer comes up for renewal.

Chief Executive Officer

If the Company's Chief Executive Officer is assumed by the
Chairman of the Board of Diréctors, the following provisions
retating to the Chief Executive, Officer are applicable.

The Board of Directors sets :the term of office and deter-
mines the remuneration of the Chief Executive Officer.

No individual over the age of 83 may be appointed as Chief
Executive Officer. If, during the term of office, this age limit is
reached, the Chief Executive Officer's mandate shall terminate
at the close of the Sharehelders’ Meeting held to approve the
financial statements for the year during which he has reached
the age of 63.

The Chief Executive Officer may be dismissed at any time by
the Board of Directors. The dlscharge of a Chief Executive
Officer who does not assume the role of Chairman may give
rise to damages if decided without reasonable cause.

The Chief Executive Officer may atways be re-elected.
Powers of the Chief Executive Officer

The Chief Executive Offtcer is vested with the broadest pow-
ers to act in all circumstances 6n behalf of the Company within
the limit of the Company's corporate purpose, the Articles of
Association, and subject to the powers expressly granted by
law to Shareholders’ Meetings and the Board of Directors.

The Board of Directors is responsible for defining the decisions
of the Chief Executive Officer that require its prior approval. The
Board of Directors’ prior approval should be sought particu-
larty for extemnal acquisitions or: sales of interests or assets, and
for investment commitments, in each case under the condi-
tions and exceeding the amounts corresponding to an efficient
operation of the Company as set by the Board of Directors. It
should also be sought for financing cperations of any amount

Additional information

likely to substantially atter the Company’s financial structure
and for any decision likely to substantially alter the
Company’s strategic orientations determined by the Board of
Directors.

Senior Executive Vice-Presidents

On the Chief Executive Officer's proposal, whether he be
Chairman of the Board of Directors or any other person, the
Board of Directors may appoint one or more physical persons
as Senior Executive Vice-Presidents to assist the Chief
Executive Officer.

The maximum number of Senior Executive Vice-Presidents
is set at 3.

In accordance with the Chief Executive Officer, the Board of
Directors determines the scope and term of the powers
granted to the Senior Executive Vice-Presidents and sets their
remuneration.

The Senior Executive Vice-Presidents have the same pow-
ers as the Chief Executive Officer vig-a-vis third parties.

In the event of impediment of the Chief Executive Officer or
the cessation of his functions, the Senior Executive Vice-
Presidents shall maintain, unless decided ctherwise by the
Board of Directors, their functions and powers until a new
Chief Executive Officer is appointed.

The Senior Executive Vice-Presidents may be dismissed at any
time by the Board of Directors, at the Chief Executive Officer's
proposal. They are subject to the age limit provided by law.

Senior Executive Vice-Presidents may be re-glected.
Art. 14: Board of Directors’ meetings and deliberations

The Board of Directors meets as often as the interest of the
Company so requires, by notice from its Chairman or in the
case of impediment, from the cldest Vice-Chairman, if one or
more Vice-Chairmen have been appointed, at the head office
or in any other location indicated in the notice of Meeting.

The agenda is set by the Chairman and may onty be finalized
at the time of the Meeting.

Directors representing at least one third of members of the
Board of Directors may, while specifying the Mesting's
agenda, ask the Chairman to summon the Board if it has
not met for more than two months.

Likewise, the Chief Executive Officer, if he does not chair the
Board of Directors, may ask the Chairman t¢ summon the
Board of Directors on any specified agenda.

The Chairman is bound to the requests made to him.

In the event that the Chairman is impeded or fails in per-
forming the aforementioned tasks, the oldest Vice-Chairman,
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Additional information

if one or more Vice-Chairmen have been appointed, shall have
the authority to call the Board and set the meeting’s agenda
at the request of at least one third of members of the Board
of Directors or the Chief Executive Officer, as the case may
be. In the absence of a Vice-Chairman, the minimum of one
third of members of the Board of Directors or the Chief
Executive Officer, depending on the case, shall have the
authority to call the Board and set the meeting's agenda.

Notices may be made by all means, including verbally.

The presence of one half of the members of the Board of
Directors is required for the validity of the Board's decisions.

Decisions are made by a simple majority of the votes of the
members present or represented. In the event of a tie, the
Chairman shall have the casting vote.

The Board of Directors will set its internal rules that it may
amend by simple resolution.

The Board of Directors may stipulate in its internal rules that
the members of the Board of Directors who take part in the
board's meeting by videoconference or telecommunications
in accordance with the conditions provided by the regulations
in force shall be considered as present for calculating the quo-
rum and voting majority of the members, for all decisions in
which the law does not exclude such possibility.

Art. 15: Powers of the Board of Directors

The Board of Directors determines the orientations of the
Company's activities and ensures their implementation.

Subject to the powers expressly attributed to Shareholders’
Meetings by law and these Articles of Association and in
accordance with the corporate purpose, the Board deals with
any issues concerning the smooth running of the Company
and manages corporate business pursuant to its decisions.

The Board of Directors may conduct controls and verifications
as it deems appropriate.

The Board is authorized to issue bonds pursuant to a delega-
tion granted by the Ordinary Shareholders’ Meeting.

It may also decide to create committees of its members
responsible for analyzing issues which it itself or its Chairman
submits thereto for review. The Board determings the com-
position and powers of the committees which conduct their
activities under its responsibility. Issues relating to the perform-
ance, remuneration and, where appropriate, the renewal of
the term of office of the Chairman and Chief Executive Officer,
or the Chief Executive Officer, shall be decided by the Board
of Directors as and when required, and at least once a year,
after analysis by the committee(s} of the Board of Directors

AR LIOUIDE 194

that deal with appointment and remuneration issues.
Art. 16: Remuneration

The Ordinary Shareholders’ Meeting may allocate to the mem-
bers of the Board of Directors, as remuneration for their activ-
ity, a fixed annual amount in directors’ fees. The Board of
Directors is free to distribute the overall sum thus allocated
among its members. It may also allocate a greater amount
to the directors who are members of committees set up within
the Board than that allocated to the other directors.

The Board may allocate exceptional sums to remunerate assign-
ments or mandates entrusted to the members of the Board.

Section 1V
Statutory auditors

Art. 17: Audit of the Company

The Crdinary Shareholders’ Meeting appoints, under the con-
ditions and with the assignments set by law, the principal and
deputy statutory auditors.

Section V
Shareholders’ Meetings

Art. 18: Shareholders’ Meetings

The Sharsholders’ Meeting is comprised of all the share-
holders, regardless of the number of shares they own,
provided that ali shares are fully paid up and that they
are not stripped of voting rights.

The following persons may take part in the Shareholders’
Meetings:

a. the owners of shares registered in the share account at
ieast three days prior to the scheduled date of the Meeting;

b. the owners of bearer shares for which proof of registration
of their shares under the conditions stipulated by prevailing
regulations is provided at least three days prior to the Meeting.

The owners of registered shares or bearer shares must fur-
thermore have filed a proxy form, an absentee ballot form, or
a single document presented in lieu thereof, or if the Board
of Directors has so decided, a request for an admission card,
three days prior to the Meeting.

However the Board of Directors shall always have the right,
if it deems suitable, to shorten these periods. It shall also be
entitled to authorize the sending of the proxy and absentee
ballot forms by electronic mail to the Company in accordance
with the legal and regulatory conditions in force.

The Shareholders’ Meeting, duly constituted, represents all of
the shareholders.




!
Ordinary and Extraordinary Shareholders’ Meetings, and
where necessary, Special Shareholders’ Meetings are
convened, mest and deliberaté under the conditions provided
by law and these Articles of Association.

Meetings take place at the head office or at any other place
designated by the author of the notice, even outside of the
head office or the head office's départermnent.

Shareholders' Meetings are chaired by the Chairman of the
Board of Directors or, in his absence, by the Vice-Chairman
or the oldest Vice-Chairman oi; the Board, if one or more Vice-
Chairmen have been appointed, or otherwise by a director
specifically appointed for this purpose by the Board, In the
event of impediment of the Vice-Chairman or Vice-Chairmen
when Vice-Chairmen have beén appointed or if the Board has
not appointed a director, the 'shareholders shall themselves
appoint the Chairman.

The two members of the Shareholders’ Meeting with the
highest number of votes and having accepted the position
act as ballot inspectors for the Shareholders’ Meeting, The
officers of the Meeting appoint a secretary who need not be
a shareholder. |

In the event that the Meetlng is convened by a statutory
auditor or by a judicial representatwe the Shareholders’
Meeting is chaired by the author of the notice.

Upon the decision of the Board of Directors published in the
notice of Meeting or notice of convocation to rely on means
of telecommunication, the shareholders who take part in the
Sharehelders’ Meeting by vidéoconference or using telecom-
munications means permitting their identification in accor-
dance with the conditions provided by prevailing law, shall
be considered as present for calculating the quorum and
voting majority.

Art. 19: Powers of Shareho[ders’ Meetings

Ordinary and Extraordinary Shareholders’ Meetings, and
where necessary, Special Shareholders’ Meetings exercise the
powers defined by law and these Articles of Association.

The Ordinary Shareholders’ Meeting decides or authorizes
the issue of bonds secured, where necessary, by specific
collateral in accordance with prevailing laws and regulations
and authorizes the Chairman'te grant such collateral. It may
delegate to the Board of Directors the competence and
powers necessary to issue| such bonds, in one or more
installments, within a period set by it, and t¢ determine the
terms and conditions of the, issuance of such bonds. The
guarantees set up subsequent to the issue of the bonds are
granted by the Chairman of the Board of Directors upon the
Board's authorization,

Additional information

Section VI
Inventory - Reserves - Distribution of profits

Art. 20: Fiscal year
The fiscal year begins on January 1 and ends on December 31,
Art. 21: Inventory, Distribution of profits

The Company's net proceeds, established in the annual inven-
tory, after deducting overheads and other costs, including all
amortization, depreciation and provisions, constitute the net
profits.

From these profits, less, as the case may be, previous losses,
a deduction of at least 5% is first of all made to create the
reserve required by law. This deduction ceases to be
mandatory when the reserve amounts to 10% of the share
capital. It is resumed if this raserve is ever used.

The distributable profits are made up of the annual net prof-
its, less previous losses, as well as the sums to be placed
on reserve pursuant to law, plus the profit carmed forward.,

From these profits, a deduction is made of the amount nec-
essary to pay the shareholders, as a first dividend, 5% of the
sums paid-up on their shares, and not amortized, and 5% of
the sums from premiums on shares issued in ¢ash, and
appearing in a “share premium” account, without it being
possible, if the profits of a given year do not permit this
payment, for the shareholders to ¢laim such amounts from
the profits of subsequent years.

The Shareholders’ Meeting may decide to earmark any
portion of the available surplus of said profits it wishes for
the creation of general or special providence or reserve
funds, under any name whatsoever or even simply as an
amount carried forward,

The balance constitutes a surplus fund which is intended for
the distribution of the second dividend as well as the amount
provisionally assessed as necessary to pay a 10% increase to
the registered shares satisfying the following conditions.

As from January 1, 1986, the shares registered at December
31 of each year in registered form for at least two years, and
which remain registered until the date of the payment of the
dividend, will entitle their owners to collect a dividend per
share which is 10% higher, rounded down if necessary to
the lower centime, than the dividend per share distributed in
respect of other shares, provided that the amount of the div-
idend per share prior to any increase is at least equal to the
amount of the dividend per share prior to any increase distrib-
uted in the preceding year, adjusted to take into account the
change in the number of shares from cne year to the next
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Additional information

resulting in a capital increase by capitalizing premiums,
reserves or profits or a share split.

in the event that, as from January 1, 1996, the Board of
Directors, with the approval of the Shareholders' Meeting,
decides to increase the capital by capitafizing reserves, profits
or premiums, the registered shares held for at least two years
on the date on which the allotment process begins will
entitle their owners to an allotment of shares which is 10 %
higher than the allotment made in favor of other shares, and
according to the same procedure.

The new shares created in this manner will be comparable in
all respects 1o the existing shares from which they are issued,
for calculating the entitlement to the higher dividends and
the higher allotments.

The increases defined in each of the two preceding para-
graphs may be modified or eliminated by simple decision of
the Extraordinary Shareholders' Meeting, according to the
procedures it determines.

Pursuant to law, the number of shares eligible for these
increases shall not for any given shareholder exceed 0.5%
of the Company’s share capital.

The Shareholders’ Meeting held to approve the financial state-
ments for the fiscal year shall have the possibility of granting
to each shareholder, for all or part of the dividend or interim
dividends, an option for payment of the dividend or interim
dividends in either cash or shares.

Section VIl
Liquidation

Art. 22: Liquidation

At the expiration of the Company's term, or in the svent of
early dissolution, the Shareholders’ Meeting determines the
method of liquidation, in accordance with the conditions
stipulated by law. It appoints and determines the powers of
one or more liquidators.

The liquidators may, pursuant to a decision of the
Shareholders’ Meeting, transfer to another company or sell to
a company or to any other entity or person, all or part of the
assets, rights and obligations of the dissolved company.

The duly constituted Shareholders’ Meeting retains the same
prerogatives during the liquidation as during the Company's
term. In particular, it has the power to approve the accounts
of the liquidation and to grant a discharge thereof.

After the Company’s commitments have been settled, the net
proceeds from the liquidation are used first to fully redeem the
shares, and the surplus is then distributed equally among them.
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Section VIII
Disputes

Art. 23: Disputes

All disputes which may arise during the Company’s term or
liguidation, either between the shareholders and the Company
or among the shareholders themselves, regarding Company
affairs, are settled in accordance with law and submitted to
the jurisdiction of the competent Paris courts.

For this purpose, in the event of disputes, all shareholders
shall elect domicile in Paris, and all summonses and notices
are duly served at this domicile.

Failing election of domicile, summonses and notices are validly
served at the Office of Public Prosecution of the French
Republic at the High Court of Paris.




3‘ Share Capital '

Delegations of authority giv?n at the Sharehalders’ Meeting

horization

Type of autﬁorization ' Purposﬁe of the

Purchasé shares for the purpose of:
 canceliing therm,

m retaininig them for the purpose of a
share exchange or payment as part of
external growth fransactions, in
accordance with applicable regulations,
m implementing share purchase option
plans in favor of its employees or those of
its subsidiaries,

m maintaining an active market in the
Company's shares pursuant to a market
liquidity agreement in compliance with a
Code of Ethics recognized by the French
Financial Markets Autherity, the AMF
(Autorité des Marchés Financiers),

Share buyback

Validity

of the delegation
Granted by: AGM on
May 10, 2006

For a period of 18
months

Maximum price:

250 euros

Additional information

MaximunH
nominal “almou‘ntri
10% of share
capital, or
10,904,762 shares,
for a maximum
norminal amount of
2,726,180,5600 eurcs

Utitization during

fiscal year 2006

782,973 shares purchased
for 131.1 million euros and
18,652 bonus shares
attributed to treasury shares
at the time of the 2006
bonus sharas allocation

(i.e. an average purchase
prica of 163.57 euros).

As of December 31, 2006,
taking into account shares
cancsllad on February 24,
2006 and shares purchased
during the year, the
Company owns 789,000
shares at an average prce of
163.50 euros that have been
allocated for the purpose of
a share exchange or
payment as part of external
growth transactions.

The Board mesting of
February 26, 2007 modified
the allocation of treasury
shares by allocating all of
these shares for the purpose
ot cancelling them.

Reduce;the number of shares outstanding

Cancellation of shares Granted by: AGM on 10% of share The Board mesting of

purchased by the in order to improve basic eamnings per May 10, 2006 capital February 26, 2007 decided

Company share. For a period of: to cancel 789,000 shares.

24 months

Share capital Increasa the share capital by the issuance Granted by: AGMon  For a maximum This authorization was not

increase of ordinary shares, with retention of the ~ May 10, 2006 nominal amount of used in 2006.
shareholders’ preferential share For a period of: 250 million euros
subscription rights 26 months

Share capital Increase the share capital by capitalization Granted by: AGMon  For a maximum Capitalization of

increase of reserves, earnings or additional paid-in  May 10, 2006 nominal amount of  123.0 milion suros deducted
capital in view of the allocation of bonus  For a period of: 250 milion suros  from "Additional paid-in
shares and/or an increase in the par value 26 months capital™ and “General

of existing shares.

reserves”, by the creation of
10,920,385 new shares
allocated to shareholders, in
the ratio of one new share
for 10 existing shares and
259,711 new shares
allocated 1o sharsholders
corresponding te the

10% bonus allocation.
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Additional information

Delegations of authority given at the Shareholders’ Meeting

Type of authorization Purpose of the authorization

[

Validity |

Méximum

Wtilization durin:g ‘ |

!
; |

of the delegation

ngminal amount

fisc{al} year 2006

Share capital Increase the share capital by the issuance Granted by: AGMon 200 milion euros,  This authorization was not
increase of shares intended to be subscribed to by May 10, 2006 including premiums  used in 2006.
employees of the Company and affliated  For a period of: and a maximum of
companies, members of a Company 26 months 1,000,000 shares
savings plan, by canceling the
shareholders' preferantial share
subscription rights to the issued shares,
Allocation of share Grant to employees, executive officers Granted by: AGM on 3% of the 35,385 Air Liquide share
subscription options  and/or members of Executive May 12, 2004 Company's share  subscription options were
Management options to purchase new For a period of: capital on the allocated by the
shares of the Company to be issued to 38 months allocation date of Management Board on
increase the share capital or options the options November 30, 2004.
giving the right to purchase the Air Liquide 428,000 Air Liquide share
shares bought back by the Company subscription options were
allocated by the
Management Board on
March 21, 2005.
444,000 Air Liquide share
subscription options were
allocated by the
Management Board on
March 20, 2006.
Outstanding options,
adjusted and allocated but
not yet exercised total
2,727,090 as of December
31, 2006.
Convertible bond issue one or more bonds convertible Granted by: AGM on 4 billion euros As of Decermnber 31, 2006,
issues into shares May 12, 2004 the oustanding amount of

For a period of:
5 years

L"Air Liquide S.A. bond
issues totaled 1 billion euros.
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Trends in share capital over éthe past three years

Issue date

(in euros except for shares)

Type of
transaction

Exercise of share

Number of
shares
issued

Aggregate

number

of shares

Capital
increase

Additional information

Issue
premiums
and reserves

+

Share
capital

26-Jan-04

subscription options 98,639 99,821,716 1,085,029 5,633,424  1,099,138,876
27-Feb-04 Cancellation of bought

back shares {1,000,000) 98,921,716 {11,000,000} (118,723,807) 1,088,138,876
12-May-04 Exercise ¢f E;hare

subscription options 62,055 98,983,771 682,605 3,719,805 1,088,821,481
12-May-04 Bonus shars

allocation {one for ten) 8,898,377 108,882,148 108,882,147 (108,882,147)  1,197,703,628
13-Juty-04 Bonus share allocation

{one for ten)

Loyalty premium 234,331 109,116,479 2,577,641 (2,577,641)  1,200,261,269
21-Jan-05 Exercise of “share

subscription options 70,369 108,186,848 774,069 5,802,371 1,201,065,328
25-Feb-05 Exercise of share

subscription options 3,193 109,190,041 35,123 319,081 1,201,090,451
25-Fob-05 oancenaﬁop of bought

back shares {350,000) 108,840,041 (3,850,000} (41,812,039)  1,197,240,451
12-Dec-05 Capital increase reserved

for employdes 435,927 109,275,968 4,795,197 44,751,946  1,202,035,648
19-Jan-06 Exercise of share

subscriptioh opticns 321,659 109,597,627 3,538,249 30,655,064  1,205,573,897
24-Fev-06 Cancellation of bought

back shares {550,000) 109,047,627 {6,050,000) (71,008,508)  1,199,523,897
9-May-08 Exercise of share

subscriptioh options 156,326 108,203,953 1,719,586 14,082,368  1,201,243,483
10-May-06 Bonus shai‘e allocation

(one for ten) 10,920,395 120,124,348 120,124,345 (120,124,345)  1,321,367,828
12-July-06 Bonus share allocation

(one for ten}

Loyalty prqmium 259,711 120,384,059 2,856,821 (2,856,821)  1,324,224,649
26-Feb-07 Exercise of share

subscription options 910,179 121,294,238 10,011,969 89,691,413 1,334,236,618
26-Feb-07 Cancellation of bought

back sharés (789,000 120,505,238 (8,679,000) (120,323,416) 1,325,557,618

Since 19896, each allocation of bonus shares entails two capital increases: the first corresponds to the new shares allocated to all
existing shares. This takes place on the date on which the Management Board, authorized by the Supervisory Board, or the Board
of Directors decides to perform the transaction. The second corresponds to the new shares allocated as a loyalty premium, only
to shares held in registered form continuously for more than two years. This takes place on the transaction completion date duly
noted by the Chairman of the Management Board or of the Beard of Directors.
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Additional information

Capital and voting rights as of December 31, 2006

As of December 31, 2006, the number of voting rights was
120,327,187, equal to the number of shares of share capi-
tal, or 121,149,189 shares, less the number of shares held by
the Company, directly (789,000} and indirectly (33,002) which
do not carry voting rights. There are no double voting rights.
The breakdown of voting rights is therefore very close to that
of share capital.

To the best of the Company's knowledge, there are no share-
holders’ agreements or joint or concerted action agreements.
No shareholder owns 5 % or more of the capital or voting
rights.

4] Dividends

The percentage of capital held directly by employees or
through specialized investment funds amounted to 1.1%.

The percentage of capital held by members of the Board of
Directors or General Management was 0.1%.

Directly registered shares owned by the main shareholders
were not pledged.

Changes in share capital ownership over

t

he last three years

N e

. 2004 |
Individual shareholders 38.9%

2008
38.1% 38.4%

French institutional investors 23.5%

24.9% 24.3%

Foreign institutional investors 36.3%

36.5% 36.6%

Own shares held by the Company
{directly and indirectly) 1.3%

0.5% 0.7%

Year : " Nat dividend 07 Nurli'l"ber of shares

(In euros) : Bonus dividend @ ;- ‘

| Distribution '

382,132,881

2004 05/17/2005 3.500M 109,180,823
0.35@ 25,876,746 9,056,861
391,189,742
2005 05/16/2006 3850 109,538,475 421,723,129
o3s@ 27,264,001 10,360,320
432,083,449
2006 9 05/16/2007 4.00M 121,149,189 484,596,756
040 @ 31,126,097 12,450,439
497,047,195

(1) Ordinary dividend paid on all shares,

(2) Bonus dividend paid cnly on registered shares held continuously for two fiscal ysars.
(3) Subject to the approval at the General Sharehokiers' Meeting on May 9, 2007,
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5‘ Management of the Company

Members of the Board of :Directors or of the Generat
Management Team have no family link with any member of
the Board of Directors or of the General Management Team
and have not been condemned for fraud during at least the
last 5 years.

No incrimination and/or official public sanction has been pro-
nounced against them by statutory or regulatory authorities
(including professional organizations) and they have not been
prevented by a court from acting in their capacity as a mem-
ber of an administration, management or supervisory body
or interfering in the management or carrying out of business
of an issuer during at least the last 5 years. They have no
potential conflicts of interest wnth Air Liquide, except in the
case of Klaus Schmieder, as regards the duties he may
have had in his former position as corporate officer of the
Messer group. No arrangements or agreements have been
made with the significant shareholders, customers, suppli-
ers or others, pursuant to which the persons mentioned
above have been chosen as members of the Board of
Directors or of the General Management Team.

There exist no restrictions accépted by these persons as to the
transfer, within a certain lapsé of time, of their interest in the
capital of L'Air Liquide S.A. except for the rules on preventing
insider trading and the obligation set forth in the Articles of
Association requiring the members of the Board of Directors
to own at least 500 registered shares of the Company during
the term of their office and the obligation which may be
imposed on Executive Dlrectors and officers to hold shares
acquired following the exercisé of stock options. The members
of the Board of Directors have not been associated with any
bankruptcy, any recelvershlp or liquidation during the last
5 years.

Compliance with Corporaté Governance rules

The Company complies with all material aspects of the

recommendations set forth in the AFEP / MEDEF report

on corporate governance principles of listed companies.
|

6‘ Property, .
plant and equipment
The Group's facilities and establishments are located in

72 countriss around the wbrld, with extremely diversified
production capacities and characteristics.

No material tangible fixed as:s.et exists at Group level.

Additional information

7 Document accessible to the public

All documents, or copies of the documents listed below may,
when they are accessible to the public, be consulted during
the pericd of the Reference Document’s validity at
Shareholder Services located at the head offices of Air Liquide
(75, quai d'Orsay 75007 Paris) and, if available, on the
Company’s Internet website (www.aifliquide.com):

a the Company’s incorporating document and Articles of
Asgsociation,

m all reports, letters and other documents, historical financial
information, evaluations and official assertions and declara-
tions prepared by an expert at the Company’s request, some
of which are included or referred to in this Reference
Document,

m historical financial information of the Company.
8 Incorporation by reference of the
2004 and 2005 financial statements

Pursuant to article 28 of EC Regulation no. 809/2004, the
following information is included by reference in this update:

= the management report, the consoclidated and annual
Company financial statements for the year ended December
31, 2004, accompanied by the statutory auditors’ reports
which appear on page 137 of the 2004 Annua! Report and
page 20 of the Company financial statements incorporated
by reference in the 2004 Reference Document filed under
the number D.05-0380 with the French Financial Markets
Authority (AMF),

= the management report, the consolidated and annual
Company financial statements for the year ended December
31, 2005, accompanied by the statutory auditors’ reports
which appear on pages 163 and 188 of the 2005 Annual
Report being the Reference Document fited under the number
D.06-0237 with the French Financial Markets Authority (AMF).
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Additional information

Person responsible for the Reference
Document

Person responsible for the Reference
Document

Benoit Pctier, Chairman and CEOQ of L' Air Liquide S.A.

Certification of person responsible
for the Reference Document

| hereby attest, after having taken all reasonable measures
for such purpose, that the information contained in this
Reference Document reflects, to the bast of my knowledge,
the current situation and does not omit any information that
could alter its scope.

| have obtained a work completion letter from the statutory
auditors indicating that they have, in accordance with French
professional standards, verified the information on the financial
position and the financial statements and have reviewed all of
the information presented in the Reference Document.

Benolt POTIER
Chairman and CEO
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Reference :Document
cross-reference table

Additional information

To facilitate reading of the Annual Report filed as a reference document, the following table will help identify the main information

required by Regulation no. 80é/2004 of the European Commission dated April 28, 2004,

Annual Current
! Report Document
1. Persons responsible ‘ 202
2, Statutory auditors 50 to 31
3. Selected financial infométion 2103 3t019
4. Risk factors ‘ 52 to 54
5. Information ahout the issﬁer
5.1. History and development of the Company More about
5.2. Investments 5to 14
6. Business overview
6.1. Principal activities 18 to end
B6.2. Principal markets | 18 10 end 41014
6.3. Exceptional events ha\n'ng!; influenced the information
provided in accardance with sections 6.1 and 6.2. 90 to 9N
6.4. Issuer's dependence on E)atents, licenses or industrial,
commercial or financial contracts or new manufacturing techniques 52
6.5. Information reported by t:he issuer with respect to its competitive position 4
7. Organizational structure 140 to 141
8. Property, plant and equipment
8.1, Significant existing or planned tangible fixed assets and any major
expense relating thereto - 105 to 107,
! 151, 201
8.2. Environmental issues which could influence the use made by the issuer
of its tangible fixed assets 26to 27 52,6310 70
9. Operating and financial review
9.1. Financial position 2t03 41019
9.2. Operating income 2t03 41019
10. Cash and capital resources 14 to 16,
78 to 81
11. Research and development, patents and licenses 28 10 29 71,99
12. Trend information J 17
13. Profit forecasts or estimates n/a
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Additional information

Annual Current
Report Document
14. Administrative, management and supervisory and general management bodies
14.1. Management and Supervisory bodies 12t0 17 44 to 49
14.2. Conflict of interest 201
15. Remuneration and benefits 34 to 41
16. Administrative and management body practices Sto11 20to 27, 201
17. Employees
17.1. Number of employees 2410 25 60 to 62
17.2. Shareholdings and share options 121017 37 to 38,
42 to 43,
110 to 113
17.3. Employee profit-sharing schemes 198
18. Significant shareholders v 59, 200
19. Related-party transactions 183 t0 185
20. Financial information concerning the issuer’s assets,
financial position and results
20.1. Historica! financial information 74 to 167
20.2. Pro forma financial information n/a
20.3. Consolidated financial statements 74 to 167
20.4. Audit of annual historical financial information 142, 164
20.5. Date of most recent financial information 75
20.6. Interim and other financial information n/a
20.7. Dividend distribution policy LAY 59, 200
20.8. Legal and arbitration proceedings 52 to 54
20.9. Material change in the issuer’s financial or trading position 4,17
21. Additional information
21.1. Share capital 42 to 43,
110 to 113,
172,
190 to 192,
197 to 199
21.2. Incorporating document and Articles of Association 190 to 196
22, Major contracts 5
23. Third-party information, declarations made by experts and reporting of any interest 58
24. Documents accessible to the public 2M
25. Information on shareholdings 140 to 141,
160 to 163
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Additional information

Financial glossary

m djusted price

Share price adjusted to take
into account changes in
capital (issue of new shares,
share spiit, etc). The adjusted
share price is used to pro-
duce meaningful comparisons
of price changes over time.

asic earnings
per share (EPS)
Consolidated Net Profit
divided by the number of
shares in circulation.

® Bond

Tradable security issued by a
public or private company, a
group or a govemment,
Bonds carry fixed interest for
a specific period and are
redeernable on maturity.

MW Bonus dividend
Dividend increased by & max-
imum of 10%, granted to loyal
shareholders for all direct
shares held continuously for
more than two calendar

years.

@ Bonus share allocation
Transaction by which the
company issues new shares
at ng cest 1o shareholders in
proportion to the number of
shares already held. Air
Liquide has allocated bonus
shares on a regular basis.

AIR LIQUIDE 206

(8 c w0

Stock market index, weighted
by the free ficat, which tracks
the 40 most actively tracied
stocks on the Euronext regu-
lated markets in Paris.
Inclusion is based on size
and liquidity criteria.

# Capital employed
Financial resources used by
a company to develop ils
husiness. It is the sum of
equity, minority interests and
net indebtedness.

W Capital gain

Gain realized on the sale of a
security, that is, the difference
between its sale price and its
original purchase price, or
book value.

B Cash flow

Cash generated by a com-
pany's operations. It is either
reirvested or distributed to
shareholders (dividends).
Cash flow comresponds
roughly to after-tax eamings
plus depreciation and amorti-
zation, less minority interests.

m Custody account fees
Fees charged by a ifinancial
intermediary for maintaining
share records. They generally
represent a percentage of the
portfolio or a set fee per line
of shares held. Air Liquide's
Shareholder Services prc-
vides this service free of
charge for shares held in a
direct registered account.

ID; eferred settlement

service (SRD)

Service available for the most
traded stocks through which
settlernent for orders or deliv-
ery of shares is defermred to
the last trading day of the
month, Air Liquide shares are
eligible for this service.

M Dividend

The part of the company's
Net Profit distributed to share-
helders. Shareholders deter-
mine the dividend at the
General Shareholders’
Meeting after approval of the
financial statements and the
allocation of eamings pro-
posed by the Board of
Directors.

E] uronext Paris

Name of the firm which
organizes, manages and
develops the securities mar-
ket, and acts as market regu-
lator (financial transactions,
monitoring of companies
listed on the stock market)
with the delegated authority
of France's Financlal Market
Authority.

@ Euro stoxx 50

Stock Exchange index com-
posed of 50 of the highast
capitalizations and most
actively traded stocks listed in
the eurozone.

E ace value

The issue price of a share as
defined in @ company's
Articles of Association. A
company's total capital is the
face value of the share multi-
plied by the number of shares
in circulation.

@ Fractional right

Part of a share that cannot be
distributed in the case of a
bonus share allocation or
subscription if the number of
shares held is not a multiple
of the transaction. Example:
in a 1 for 10 bonus share
allocation, a shareholder holc-
ing 125 shares is allocated
12 new shares and 5 frac-
tional rights {.e., the equiva-
lent of half a share).

H Free float

The part of & company’s capi-
tal in public ownership and
tradable on the stock mar-
kets. The higher the free float,
the greater the liquidity of the
shares. 100% of Air Liquide's
capital is floated.

B Free grants of shares
Means of remuneration that
grants free shares of the
Company to all the employ-
ees or a specific employee
category. The employee only
becomes the owner of the
shares after a given acquisi-
tion period and according to
the plan's conditions. The
employee must then keep his
shares for a vesting period
defined by the allocation plan.
The shares may be sold only
after & minimum period

of 4 years.




W French Financial
Market Authority (AMF)
it govens and oversees the
conduct and professional '
ethics of the markeis and
protects the interests of
investors and shareholders,

E oodwill

Difference between the pur-
chase price of a company
and its net tangible assets on
the day of the acquisition.

n FRS (International |
Financial Reporting [
Standard)

Put into effect on January 1,
2005 to facilitate cormparng
companies’ financial state-
ments.

| Investment club (in
France)

Group of 5 to 20 individuals !
that joinily manages a securi-
ties portfclio by making regu-
lar payments and sharing the ‘
income and capital gains.

iquidity
Ratio of the voiume of shares'

traded over the total number
of shares in circulation.

m arket capitalization |
A company’s market value
equal, at any given time, to
the quoted share price muiti-
plied by the number of sharag
in circulation. '

[ <t profit

Profit or loss made by the
company. It is calculated by
adding operating income
recurring, other non recurring
operating expenses, net
finance costs, other net finan-
Gial expenses, share of profit
of associates, profit {loss)
from discontinued operations,
then subtracting taxes and
minority interests.

m perating income
recurring

Annual sales minus the cost
of producing, distributing and
selling products and the
depreciation or amortization
on capital expenditures. it
indicates a company's ability
to generate the marging nec-
essary for its operation and
growth.

E ER {Price Earnings
Ratio)

The ratio of the market price
of a share over eamings per
share. It is a measure of how
many times the share price
capitalizes eamings.

B Preferentiat
subscription right
Tradable right giving share-
holders pricrity in subscribing
to a number of new shares in
proportion to the number of
shares already held in the
evant of a share issue.

E uorum

Minimum percentage of
shares with voting rights
required to be prasent or rep-
resented for a General
Shareholcars' Meeting o be
validly constituted.

mOCE (Return On
Capital Employed)

The ratio of Net Profit before
interest expenses and after
taxes over average capital
employed, It reflects the net
retum on funds invested by
shareholders and those
loaned by banks and financial
institutions.

1 ROE (Return On
Equity)

The ratio of Net Profit over
shareholders' equity.

It represents the net retum
on money invested by share-
holders.

E hare

Tradable security representing
a portion of the company's
capital. The owner of a share,
the shareholder, is a part-
owner of the company and
enjoys certain rights.

m Share buyback
Transaction by which a com-
pany buys its own stock on
the market, up to the limit of
10% of its capital. The trans-
action requires shareholder
approval at the company's
General Shareholders’
Meeting.

Additional information

W Shareholders’ equity
The part of the company’s
capital belonging 1o its share-
holders. It includes the value
of issued shares, retained
eamings and Net Profit for the
financial year.

A Stock option

A subscription option that
offers the right to buy, at a
price set in advance, for a
fixed period, a company’s
shares.

B Stock split

Split of a share's face value to
improve its liquidity. A stock
split leads, in the same propor-
tions, to a split in the share's
market value and the mutiipli-
cation of the numier of shares
which comprise the capital.

sufruct

The legal right to use and
derve profit or berefit from
property that belongs to
another person, as long as
the property is not damaged.
The holder of an usufruct has
the right tc use and enjoy the
property, as well as the right
to receive profits from the
fruits of the property.

olatility

The degree of variation of a
share over a given period. ltis
a risk indicator: the greater
the volatility, the higher the
risk.

ield

Ratio of dividend per share
over market price.
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Additional information

Index

A

Accounting principles (Group) 82 to 89
Appeintments Committes 26
Articles of Association 190 to 196
Audit and Accounts Committee 241025
B

Balance sheet {consolidated) 76t0 77
Balance sheet (L'Air Liquide S.A.) 144 10 145

Board of Directors 20to 27, 44 to 48

C

Company officers 44 t0 49
Competition 4
Consolidation perimeter 138 to 141
D

Delegation of authority 197
Director’s fees 34, 36
Dividends 11, 101, 171, 1786, 200
E

Environment 52,6310 70
General Management Team 43
Glossary 206 to 207
H

Head office 190
Historical data 18to 19, 165 to 167
Human Resources 60 to 62
|

Income statement {consclidated) 75
Income statement (LAir Liquide S.A.) 146 to 147
internal control 281032
K

Key figures 5t0 16
M

Markets 410 14
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N
Notes to the consolidated financial statements 80 to 137
Notes to the statutory accounts 148 to 161
QOutlook . 17
P
Person responsible for the Reference Document 202
Professional ethics 20
R
Retated-party transactions 173,178, 183
Remuneration Committee 26t0 27
Remuneration of Company officers 34 to 41,
133 to 134,
159
Research and Development 71, 89, 150
Resolutions 176 to 181
Risks 28,5210 54
S
Security 63 to 70
Segment information 9 to 97
Share buy back 172
Shareholders’ equity 80 to 81,
11010 113,
153, 199
Shareholders’ Meeting 170 to 188
Share ewnership 59, 200
Statutory auditors 50 to 51
Stock options 37 to 38,
42 1o 43,
111 to 113,
173tc 174
Sustainable development 5510 71
1
Treasury 781079
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: §> Communication Department

Dominique Maire ’
Vice-President Communications
Tel. + 33(0) 140862 56" 56
dominique.maire@airliguide.com

[
Shareholder Servicfas
Lo Philippe de Saint-Ours
Director Shareholder Services

Tel.: + 33 (0) 140 62 53 09
philippe.desaint-curs@airiquide.com
|

Financial notices: press releases,
presentations and recordings
of financial analysts” meetings

. |
) > Investor Relations are available on

Virginia Jeanson : www.airliquide.com

Aude Rodriguez ‘

Tel.: + 33 {0) 14062 5;- 50
virginia. jeanson@aidiquide.com
aude.rodriguez@airiquide.com

L Air Liquide !

|
Corporation for the study and application
of processes developed by Georges
Claude with registered!capita] of
1,325,557,618 euros |

[ ram—— Air Liguida's Rjeference Docurment comprises two separate volumes:
AM F - the Annual F]eport and sustainable development 2006,
) - the Management Report, the financial statements, the resolutions proposed at
the AGM and additional information.
The reference document was filed with the French Financial Markets Authority {AMF}, on April 13, 2007,
in accordance with article 212-13 of its General Regulations. It may be used in support of any financial
transaction if it is supplemented by a prospectus approved by the AMF.

Air Liguide would like to ‘I(hank its shareholders, customers and employees
who collected or contributed to these photographs.

!
Design and production: Air Liguide Gommunication Department

! A Euro rsce Ca0
+33 fO) 168 47 93 93 — www.eurorscg.fr
1

Photo credits: Bruno Suet; Jeremy Sutton-Hibbert; Robert Allred.

This booklet was printed: }
. ! .’/ - for the cover on "Condat Silk”.IISO 9001 certification. PEFC label.

In order to guarantee to the consumer that he or she is buying wood without contributing to deforestation, this
= certification label means that forest management must meet the requirements of sustainable development.

- for the interior on paper offset E‘Senlis”.
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Contact us

Corporate headquarters

75, quai d’Orsay

75321 Paris Cedex 07
Tel.: + 33 (0) 1 4062 55 55

O YYRZ3:9 0 800 16 6179)
or + 33 (0) 1 57 05 02 26

from outside France

shareholders@airliquide.com
www.airliquide.com

To place buy/sell orders:

Tel.: + 33 (0) 1 40 62 50 82
or50350r5241

Fax: + 33 (0) 1 40 62 57 50
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Contacts:
Corporate Communication
Dominique Maire

+33(0¥1 40 62 53 56
Corinne Estrade-Bordry
+33(00140625131

Investor Relations
Virginia Jeanson
+33 (0)1 4062 57 37
Aude Rodriguez
+33 (0)1 4062 57 18

Shareholder Services
Philippe de Saint Ours
+33 (01140625309

Air Liquide share

ownership

+ 365,000 individual shareholders hoiding
38.4% of share capita! (as at December
31, 2008)

« 145,000 registered shareholders

» 365% of shara capital held by foreign

s 24.3% of share capital held by French
institutional investors f

|

| Upcoming dates 2007
Information meetings in !
Nice: May 24

Lyon: May 30

Brussels: June 18 '

1% half-year revenue and results: |
August 3 f
Information meetings in |
Dijon: October 4 ‘

Reims: October 8 |

Third quarter revenue: October 25}

= AIR LIQUIDE
:

e Paris, May 9, 2007
Combined Shareholders' Meeting of
May 9, 2007

The Combined Shareholders’ Meeting, chaired by Benoit Potier, Chairman and CEO of the
Company, was attended by 4,274 people on Wednesday May 9 at the Palais des Congrés in
Paris. All members of the Board of Directors were on stage alongside him.

The shareholders, representing 42.45% of the voting rights, i.e. 133,860 shareholders
present or represented, passed all the proposed resolutions.

The terms of office of two members of the Board of Directors, Gérard de La
Martiniére and Cornelis van Lede, were renewed for a period of 4 years.

The Board of Directors therefore comprises 11 members with complementary
experiences and skills, of which 8 members are independent.

The proposed dividend, to be distributed on May 15, was approved: it will be €4 per
share, up +14.6% on 2006. In accordance with the Articles of Association, shares held in
registered form continuously from December 31, 2004 to May 15, 2007, date of the
dividend payment, will receive a bonus dividend of 10%, i.e. €0.40 per share.

Commenting on the 2006 performance and development prospects, Benoit Potier,
Chairman and CEOQ, noted that "the Group's net income exceeded the billion-euro mark in
2006". He highlighted the "very promising development in industrial and medical gases
activities: there are many opportunities for growth, mainly in the Energy and
Environment, and Healthcare sectors.” For the future, "Air Liquide intends to continue its
geographical expansion, which remains one of the main challenges over the next 15 to
20 years, especially in Asia where the Group took the leading position in 2008.

Since the beginning of 2007, the Group has completed several key stages with the
achievement of its new medium-term growth objectives: 100% control of subsidiaries in
five countries in Asia, announcement of the acquisition of Linde UK - constituting a new
platform for growth in the United Kingdom - and the engineering company Lurgl, which
will enable the Group to increase its technological skills, particularly in the energy and
chemical fields. Going even further, the Group has achieved numerous important
commercial successes in Europe, the United States and Asia and has significantly
developed its portfolio of major contracts.”

In conclusion, Benoit Potier also noted “the Air Liquide policy of strong relationships with
its shareholders, who share its comporate long term values and enable the Group to
continue on the path of sustainable growth.”

; FILE NO. 82-5224 www.airliquide.com Page 1/2




The Combined Shareholders Meeting also approved the division of the par value of stock by
two (i.e. multiplying the number of shares in circulation by 2), in order to bring the share value to
a level comparable with other CAC 40 values. This split should have a favourable effect on
share liquidity and improve share accessibility, and thereby increase the number of
shareholders. This stock split will take effect on June 13, 2007.

At the Board meeting held just after the Combined Shareholders’ Meeting, the appointments and
roles of the members of the three Committees comprising a majority of independent
administrators were renewed and confirned: the Audit and Accounts Committee, Appointments
Committee and Remuneration Committee.

With nearly 37,000 employees in 72 countries, Air Liquide is a world leader in industrial and
medical gases and related services. The Group offers innovative solutions based on constantly
enhanced technologies and produces air gases (oxygen, nitrogen, argon, rare gases...) and
hydrogen. The Group contributes to the manufacturing of many everyday products. bubbles in
sparkiing beverages, protective atmosphere for packed foods, oxygen for hospitals and homecare
patients, ultra-pure gases for the semiconductor industry, hydrogen fo desulfurize fuels...

Alr Liquide is committed to sustainable development and helps to protect life. Founded in 1902,
Air Liquide has successfully developed a fong-term relationship with its shareholders buiit on trust
and transparency and guided by the principles of corporate governance. Since the publication of
its first consolidated financial statements in 1971, Air Liquide has posted strong and steady
eamings growth. Sales in 2006 tofaled 10,949 million euros, with sales oufside France
accounting for almost 80%. Air Liquide is listed on the Paris stock exchange and is & component of
the CAC 40 and Eurostoxx 50 indices (ISIN code FR 0000120073).

FILE NO. 82:5224
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information
Paris, May 8, 2007

Press Release

A further step in the development of Air Liquide Electronics in Asia:
expansion of ultrapure monosilane production capacity

Silane (monosilane SiH4) is a material very widely used by semiconductor, flat panel display, and photovoltaic
industries. This market is driven by strong growth of +20% per year. Air Liquide is the market leader with
production capacity in Japan since 1987, in association with the Denka Group through Denal, its joint-venture
company in Omi, 350 km from Tokyo.

Air Liquide and Denka have decided to launch a new phase of development with the expansion of the Denal
plant to more than 500 tonnes per year capacity. This new step represents a total investment of more than
30 million euros. The unit will be operational by 2008, and will enable Air Liquide Electronics to respond to the
growing demand for this product in USA, Europe, and throughout Asia.

This new investment in the fast growing Asian Electronics market is at the heart of the Group's growth strategy.
Japan Air Gases, a 100% Air Liquide entity, is a significant player in the Japanese market and also as a support for
all of Asia. Over the past four years, this subsidiary has invested more than 300 million euros in order to accompany
the development of its customers, with a strong acceleration in 2006.

Christophe Fontaine, Vice President Electronics Group declared: "With this key project, Air Liquide again
demonstrates its commitment to manufacture ultrapure silane for its customers. This investment, as well as
our Jumbo bulk silane offer, will enable us to confirm our world leadership in silane and specialty gases. Our
global sales in spec:alty gases today amount to almost 250 million euros. Owning a production capacity is a
key advantage in the monosilane market.”

The Denka Group, of which DENK! KAGAKU KOGYQ KABUSHIKI KAISHA forms the ceniral core, develops and provides a broad
spectrum of materials cenfemd on chemical products. Founded in 1915, the Denka Group is organized around four segments: organic
materials, inorganic materials, e!ecrmmcs products, and functional materials and processed products. its sales in 2006 tofaled ¥307,923
miflion.

With 3,000 employees, Air Liguide Electronics recorded sales of 864 million euros in 2006. Air Liquide supplies ultra-pure gases,
specialty gases, new molecules, related equipment and customized services. To enhance its proximily to the booming semiconductor
market in Asia, the Elsctronics division managament is based in Tokyo.

S o e e e o e v o ol e e e e e e i

Present in 72 countries, Alr Liqulde is a world leader in industrial and medical gases and related services. The Group offers
innovative solutions based on constantly enhanced technologles. These solutions, which are consistent with Air Liquide’s
commitment to sustainable deve!opment help to protect life and enable our customers to manufacture many indispensable
everyday products. Founded in 1902, Air Liquide has nearly 37,000 employees. The Group has successfully developed a long-term
relationship with its shareholders built on trust and transparency and guided by the principles of corporate governance. Since
the publication of its first consolidated financial statements in 1971, Air Liquide has posted strong and steady earnings growth.
Sales in 2006 totafled 10,949 milfion euros, with sales outside France accounting for aimost 80%. Air Liquide is listed on the Paris
stock exchange and is a component of the CAC 40 and Eurostoxx 50 indices (ISIN code FR 0000120073).

For further information, please contact:

Corporate Communication Investor Relations
Dominique Maire - &+ 33(0)140625356 Virginia Jeanson & + 33 (0)1 40 62 57 37
Corinne Estrade-Bordry 8+ 32 (0)140 62571 31 Aude Rodriguez &+ 33 (0)1 40 62 57 18

www.airliquide.com
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information
. Paris, May 7, 2007
Press Release

SOXAL: new contract with Shell’s major project in Singapore

Singapore Oxygen Alr Liquide Pte Ltd (SOXAL) has just signed a new contract to supply oxygen and
nitrogen to Shell's new ¢racker and mono-ethylene glycol (MEG) plant in Singapore.. In order to meet Shell’'s
new gas requirements, 'SOXAL will invest in a new 1,200 tonnes per day air separation unit (ASU) to be
integrated \mth its exlstmg five ASUs and pipeline network in Jurong Island. This new unit is expected to be on
stream by 3™ quarter 2009 A separate on-site nitrogen generator will also be installed at Pulau Bukom, where
Shell's refinery is located, to meet nitrogen requirement to the new Shell cracker.

Among different applications, mono-ethylene glycol (MEG) is used notably in the textile industry to make
polyester fibers. MEG is,a downstream product of the ethylene oxide production, made from the oxidation of
ethylene by adding oxygen. SOXAL will provide the nitrogen necessary for inerting at different stages of the
process, as well as the oxygen used for the oxidation.

Singapore has the highest trade to GDP ratio in the world {368%). It has successfully develaped its economy
around the manufactunng industry, especially in electronics and petrochemicals. The petrochemlcal activities of
Singapore are concentrated on Jurong Island, in the southwest, an international refining and petrochemical
platform which is expanding rapidly. Jurong Island has attracted investments of over 15 billion euros from the
world's leading compames and this figure is expected to increase to 30 billion euros over the next 10 years.

This success has also enabled SOXAL to renew a number of existing agreements with Shell joint-venture
petrochemica! companies. Shell's integrated refinery and petrochemical project, named the Shell Eastern
Petrochemicals Complex; was announced by Shell Group as its largest-ever petrochemical investment in
Singapore. The two new world-scale plants will serve as crucial raw material providers to Asia's growing chemical
markets. SOXAL, as a ga$s supplier to Shell's refineries and petrochemical plants, has an active part in this project.

Jean-Pierre Duprieu, Senior Vice-President Asia-Pacific and member of the Executive Committee of Air Liquide,

states: “We are very pleased that Shell has chosen us for this project, and we thank Shell for its trust in Air
Liquide. This new project will enable SOXAL to further strengthen the capability and reliability of its
pipeline network in Jurong Island, and will reinforce the global business partnership that Air Liquide has
successfully forged with Sheil across the globe. It also illustrates our new capacity to pursue our
development in South-East Asia in a quicker and more integrated way."

Air Liquide, operating in Singapore since 1917 through Far East Oxygen, an entity that was integrated into SOXAL in 1975, has
made significant investments in Singapore, considering if to be a key marka! through which to capitalize on South-East Asia's
dynamic growth. SOXAL, the leader in the Singapore market, employing 600 people recognized for their high levels of
expertise, supplies gas and services to numerous semi-conductor manufacturing facilities as well as to the petrochemical
facilities on Jurong Island. SOXAL combines good cument economic performance with strong prospects for future growth.
SOXAL bacame a 100% affiliate of Air Liquide in April 2007.

kdkd kbR khktkrkikhikhy

Present in 72 countries, Air Liqulde is a world leader in industrial and medical gases and related services. The Group offers
innovative solutions based on constantly enhanced technologles. These solutions, which are consistent with Air Liguide’s
commitment to sustainable development, help to protect life and enable our customers to manufacture many indispensable
everyday products. Founded in 1902, Air Liquide has nearly 37,000 employees. The Group has successfully developed a long-
term refationship with its shareholders built on trust and transparency and guided by the principlas of corporate governance.
Since the pub!.«catron of its first consolidated financial statements in 1971, Air Liguide has posted strong and steady eamings
growth. Sales in 2006 totaled 10,949 million euros, wilth sales outside France accounting for almost 80%. Air Liquide is listed on
the Paris stock exchange and is a component of the CAC 40 and Eurostoxx 50 indices (ISIN code FR 0000120073).

For further information, please contact:

Corporate Communicati'on Investor Relations
Dominique Maire " &+33(0)140625356 Virginia Jeanson &+ 33 (0)1 40 62 57 37
Corinne Estrade-Bordry &+ 33(0)140 62 51 31 Aude Rodriguez &+ 33 (0)1 40 62 57 18

www.airliguide.com FILE NO. 82-5224
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i Paris, April 26, 2007
| Press Release

New developm'ents in China with Dongbei Special Steel Group in Dalian

Air Liquide has entered‘a new long-term agreement with Dongbei Special Steel Group in Dalian, Liaoning
Province, China. Under the terms of this agreement, Air Liquide will install a new Air Separation Unit (ASU)
with a production capacity of 550 tonnes per day of oxygen in Dalian to supply gaseous oxygen, nitrogen and
argon by pipeline to the‘new Dongbei Special Steel Group steelworks. This unit, which includes a capacity of 200
tonnes per day of liquid products, will also enable Air Liquide to develop the local industrial market.
|

With an annual production of about 2 million tonnes per year, Dongbei Special Steel Group is a leading
manufacturer of high aqded value special steel products, resistant to high temperature or stress and used
for bearings, tools, springs and structures in such industries as space, aircraft and automobiles, as well as
stainless steel. Founded in 1905 as Dalian Steel, the group has recently started an ambitious relocation and
upgrade of its production ifacilities. and has also decided to outsource its industrial gas requirements. To meet the
needs of this customer, Air Liquide will invest more than 20 million euros in a new ASU to be commissioned in
mid 2008. The unit will be designed and manufactured by Air Liquide Hangzhou, the Air Liquide engineering centre
in China, and will use the!latest technologies of the Group providing both high reliability and high energy efficiency,
in tine with Chinese government objectives.

With a population of 5.7 lmillion people, Dalian is an important harbour, trade, industry and tourism city. Its
main industries are petrochemical, manufacturing, shipbuilding and electronics, with a growth of 16.5% in 2006,
Air Liquide has been preslent in Shenyang, Liaoning Province since 1995.

Jean-Pierre Duprieu, Se:nior Vice-President Asia-Pacific and member of Air Liquide's Executive Committee, said:
“We are very pleased to have signed this agreement with Dongbei Special Steel Group, a very well-known
Chinese State Owned Lfnterprise, which has decided to outsource its industrial gas needs. With this new
investment we will enter the fast growing Dalian market, which will provide new opportunities to develop
our business. It is als:o further proof of the willingness of the Group to accelerate its investments in
emerging markets. WitlT 20% of the Group's total sales, Asia is at the center of our growth ambitions”.

Mr. Zhao Mingyuan, Chairman of Dongbei Special Steel Group, added: “Our Company has a bright future with
ever increasing needs for our special steel products. After fruitful discussion, we have taken the decision
to outsource our indusltrial gas needs and have selected Air Liquide. We are happy to benefit from Air
Liquide’s worldwide expertise in the industrial gas field, in technology as well as in operations, and to

build a long-term relatic:mship with it”,

Established in China in 1 916 and with an increased presence in the last 15 years, Air Liquide employs about 1,500 peopie with
ennual sales of more than 200 miltion euros. The Group has operations in the areas of Beijing/Tianjin/Shandong/Liaoning in the
north and Shanghai/Jiangsu/Zhefiang in the east. Air Liquide plans fo invest approximately 500 million euros in China over the
period 2004-2008 to meet s|trong market demand and to seize growth opportunities.

‘ Fededod e AR v o e ke ke ek de ke ek

Pragent in 72 countries, Ah!' Liguide is a world leader in industrial and medical gases and related services, The Group offers
innovative solutions basqd on constanily enhanced technologies. These solutions, which are consistent with Air Liquide’s
commitment o sustainable development, help to profect lifa and enable our customers to manufacture many indispensable
everyday products. Founded in 1902, Air Liquide has nearly 37,000 employees. The Group has successfully developed a long-
term refationship with its shareholders built on trust and transparency and guided by the principles of corporate governance.
Since the publication of its first consolidated financial statements in 1971, Air Liquide has posted strong and steady earnings
growth. Sales in 2006 totaled 10,949 million euros, with sales outside France accounting for almost 80%. Air Liquide is listed on

the Paris stock exchange a?d is @ component of the CAC 40 and Eurostoxx 50 indices (ISIN code FR 0000120073).
For further information, please contact:

Corporate Communica'tion investor Relations
Dominique Maire &+ 33(0)140 62 53 56 Virginia Jeanson & + 33 (0)1 40 62 57 37
Corinne Estrade-Bordry &+ 33(0)1 40 6251 31 Aude Rodriguez & + 33 (0}1 40 62 57 18
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information

Paris, April 27, 2007
Press Release

South-Eést Asia: purchase of four joint-ventures completed

In accordance with the announcement made on February 21 2007, and following the approval of the anti-trust
authorities, Air Liquide has today completed the purchase from Linde of the four joint-venture companies
that were already managed by the Group in South-East Asia.

Air Liquide now owns 100% of the activities of Soxal (subsidiary in Singapore), Eastern Industrial Gases
(subsidiary in Thailand), Vietnam Industrial Gases (subsidiary in Vietnam) and 50% of Brunox (subsidiary in
Brunei with a local partner').

At the same time, Air Liquide sold to Linde its share in Malaysia Oxygen (Malaysia) and in Hong Kong
Oxygen (present in Hong Kong and in the Canton region).

On this basis, Linde recel\l.red the sum of 275 million euros.

These acquisitions are a major step in the strategy of the Air Liquide Group to pursue its development in
South-East Asia in a quicker and more integrated way, and to capitalize on growth in economies clustered around
the industrial hub of Singapore.

Ve v v e i e o e gk vie e e o e ok e e e e e e e

Present in 72 countries, Alr L!qu!de is a world leader in industrial and madical gases and related sarvices. The Group offers
innovative solutions based on constantly enhanced technologies. These solutions, which are consistent with Air Liquide’s
commitment to sustalnable' development, help lo protect life and enable our customers to manufacture many indispensable
everyday products. Founded in 1802, Air Liquide has nearly 37,000 employees. The Group has successfully developed a long-
term refationship with its shereholders built on trust and transparency and guided by the principles of corporate governance.
Since the publication of its first consolidated financial statements in 1971, Air Liguide has posted strong and steady earnings
growth. Sales in 2006 totaled 10,949 million euros, with sales outside France accounting for almost 80%. Air Liquide is listed on
the Panis stock exchange and is a component of the CAC 40 and Eurostoxx 50 indices (ISIN code FR 0000120073).

For further information, 'please contact:

Corporate Communication Investor Relations
Dominique Maire ' H+33(0)140625356 Virginia Jeanson &+ 33 (0)1 40 62 57 37
Corinne Estrade-Bordry &+ 33 (0}1 40 62 51 31 Aude Rodriguez & + 33 (0)1 40 62 57 18

* www.airliquide.com
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FORMU]:JAIRE DE DECLARATION D’ACTIONS ET DE DROITS DE VOTE
Modé{le i adresser en application de I'article L. 233-8 1l du code de commerce ]

AMF
Autorité des marchés financiers
Direction des Emetteurs
17, place de la bourse
75002 PARIS

Tel: 01 53 45 62 77/48 Fax : 01 53 45 62 68

En application de V'article L. 233-8 If du code de commerce et de | ‘article 222-12-5 du réglement général de I"AMF, les sociéiés
doni des actions sont ddmises awx négaciations sur un marché réglementé publient sur leur site Internet ey transmettent & UAMF, &
la fin de chaque mois, e nombre total de droits de vote et le nombre d'actions composant le capitol de la société s "ils ont varié par
rapport @ ceux pub!iésl antdrieuremeny, Ces socidtés sont réputéer remplir 1'obligation prévve au I de P'article L. 233-8 du code de
commerce.

« Coordonnées de la personne chargée de snivre le présent dossier :
+ Nom et Prénom : ... BURAY GEONEVIBVE............oooiiimirinriinc s
+ Tel:01 40 62 52 43... Fax : 01 40 62 54 65 Email : genevieve buray@alliquide.com

*  Société déclarante :
« Dénomination sogiale : . UAIRLWQUIDE.............ooooiiii e
«  Adresse du sitge social : ... 75 Qual d'Orsay - 75007 PARIS ..o ieieerreeese e e et vaneaeas e .
* Marché Réglementé (Eurolist) :
= Compam'me;ixr 4 OCompartiment B [ Compartiment C

Nombre total d'actions composant le capital de Ia société déclaraute : 120.706.088........c....coosicvrssssss

Nombre total de droits de vote de la société déclarante : ... L I20.708.088. ...
(comme le prévoit le dernier alinéa de I'article 222-12 du réglement général, le nombre total de droits de vote est calculé sur
la base de l'ensemble des actions auxquelles sont astachés des droits de vole, y compris les actions privées de droit de vote).

*» Origine de 12 variation : ...Levée d'opHOns ...
« Date 4 laquélie cette variation a été constatée 1 ...30/04/2007..........cocvmiriiiinn i

Lors de la précédente déclaration en date du ...05/04/2007............

*  le nombte tlLtaI d’actions était égald ......... 120.588.937. i e vreirens
* le nombre tiotal de droits de vote était égal a ... 120.5B3.937 ...

¢ Présence dan* les statuts d'une clause imposant une obligation de déclaration de franchissement de seuil
complémentaire de celle ayant trait aux seuils légaux
{cette information n'est pas exigée par la loi, elle sera donc donnde sur une base facultative, l'objectif de I'AMF éiant de
pouvoir signaler aux actionnaires des sociétés admises sur un marché réglementé l'existence de telles clauses)
BJ OUI L'Atticle § des Statuts stipuls que : Outre les cbiigations légales de déciaration & la saciéts, toute persanne
venant a passéder, diractement ou indirectement, seul ou de concert, une fraction de capital ou des droits ds vote de {a
socidté égale ou supérisure & 2% ou & un multiple de 2% du capital ou des droits de vote (y comptis au-deld du seuil de
5%). est tenue: dinformer la société dans le délai de quinze jours & compter de [2 date de franchissemant du seuil, et ce
indépendamment le cas schéant de la date du transfert sffectif de la propriété des titres. Le déclarant devra indiquer e
nombre de titres de capital et de vaieurs mobifiéres donnant accés au capital qu'il & en sg possassion & la date de sa
déclaration. Tout franchissement 2 1a baisse du seuil de 2% ou d'un multiple de 2% #al pu dos droits de vote devra
atre déclaré de ia méme maniére.

Les données & caractére personnel collectées par le biais de ce formulaire Jont l'objer d'un traitement informatique réservé & [l'usage
exclusif de I'AMF pour laccomplissement de ses missions. Conformémsni & la loi n® 78-17 du & Janvier 1978 relutive & l'informatique, aux
fichiers et aux libertés, les personnes physiques concernées peuvent exercer leur droit d'accés aux donndes, et le cas échéant, les fatre
rectifizr en s‘ad.'res.:mm & la Direction des Emetteurs de U'AMF
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AIR LIQUIDE
information
1 Parns, May 7, 2007
1
{
l

Disclosure of share buy-back transactions made by Air Liquide on its
own shares between 27 April to May 3, 2007

In accordance with the regulations governing Share buy-back programs, Air Liquide hereby declares
the following transactions executed on its own shares :

Trading date Nt;r:::ersof Weightperc:ca;verage Total amount €
27 April 19,374 180.38 € 3,494,757 €
2May 17,326 181.69 € 3,147,997 €
3May | 10,000 181.03 € 1,810,263 €

Total perlod, 46,700 181.00 € 8,453,018 €

Present in 72 countries, Alr Liquide is the world leader in industrial and medicel gases and related services. The Group
offers Innovative soluﬂons based on constantly enhanced technologles. These solutions, which are consistent with Air
Liguide's commitment to sustainab.'e development, help to protect life and enable our customers to manufacture many
indispensable everyday products Founded in 1902, Air Liquide has nearly 36,000 employees. The Group has successfully
developed a long-term re!at:onsh.'p with its shareholders built on trust and transparency and guided by the principles of
corporate governance. Since the publication of its first consolidated financial statements in 1971, Air Liquide has posted
strong and steady earnings growth. Sales in 2005 lotaled 10,435 million euros, with sales outsids France accounting for
almost 80%. Air Liquide is listed on the Paris stock exchange and is a component of the CAC 40 and Eurostoxx 50 indices
(ISIN code FR 0000120073).

For further information, please contact:

Shareholder Services ' Investor Relations
Philippe de Saint-Ours &F+33(0)140625309 Virginia JEANSON &+ 33 (0)1 40 62 57 50

www.airliquide.com
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Euronext Notice

!

CORPORATE EVENT NOTICE >> Augmentation du nombre d'actions en circulation
|

1 L'AIR LIQUIDE
I
Place Paris | Date 10/05/2007

N° Avis PAR__20;07051 0_7358_EUR Marché Eurolist by Euronext

f

|
Augmentation du nombre d'actions en circulation

Euronext fait connaﬂré que 38439 actions nouvelles émises par L'AIR LIQUIDE, immédiatement

assimilables aux actior|'13 existantes, seront admises sur Eurolist by Euronext & partir du 14/05/2007.

Ancien nombre de titres en circulation: 120706088

Nombre de titres & admettre: 38439

Nouveau nombre de titres en circulation: 120744527

Origine: Levées d'options

Libellé: . AIR LIQUIDE

ISIN: FR0O000120073 Code Euronext: FRO000120073
Mnémonique: ! Al

CORPORATE EVENT NOTICE >> Increase of the number of outstanding shares

L'AIR LIQUIDE

|
Location Paris Date 10/05/2007

FILE NO. 82-5224




Notice PAR_20070510_7358_EUR Market Eurolist by Euronext

Increase of the number of outstanding shares

38439 new shares issued by L'AIR LIQUIDE, immediately assimilated with the existing shares, will be listed
on the market Eurolist by Euronext as of 14/05/2007:

Old number of outstanding shares: 120706088

Number of shares to be listed: 38439

New number of outstanding shares: 120744527

Reason; Exercise of options

Designation: AlIR LIQUIDE

ISIN: FR0O000120073 Euronext code: FR0O000120073
Symbol: Al

Ak hdihihd
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Z7euronext
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CORPORATE EVENT NOTICE >> Augmentation du nombre d'actions en circulation

Euronext Notice

L'AIR LIQUIDE
Place Paris 5 Date 03/05/2007

N°® Avis PAR_20Q70503_?271_EUR Marché Eurolist by Eurcnext

fl

!

R

Augmentation du nonibre d'actions en circulation

Euronext fait connaitre que 36946 actions nouvelles émises par L'AIR LIQUIDE, immédiatement
assimilables aux actions existantes, seront admises sur Eurolist by Euronext & partir du 07/05/2007.

Ancien nombre de titres en circulation: 120669142

Nombre de titres & admetre: 36946

Nouveau nombre de titres en clrculation: 120706088

Origine: ; Levées d'options

Libellé: AIR LIQUIDE

ISIN: FRO0D0120073 Code Euronext: FR0000120073
Mnémonique: ‘ Al

whhdAh b khirkh

CORPORATE EVENT NOTICE >> Increase of the number of outstanding shares
|
l
] L'AIR LIQUIDE
Location Paris Date 03/05/2007
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Notice PAR_20070503_7271_EUR Market

Increase of the number of outstanding shares

Eurolist by Euronext

36946 new shares issued by L'AIR LIQUIDE, immediately assimilated with the existing shares, will be listed

on the market Eurolist by Euronext as of 07/05/2007:

Old number of outstanding shares: 120669142

Number of shares to be listed: 36946

New number of outstanding shares: 120706088

Reason: Exercise of options
Designation: AIR LIQUIDE

ISIN: FRO000120073 Euronext code:
Symbol: Al

ooy e e e de e g ek e e

FR0O000120073




